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Housing Corporation’s role to 
provide information. on housing 
and housing markets, and in order to 
meet the need for ongoing analysis of 
housing affordability, CMHC has de- 
veloped an indicator of homeowner- 
ship affordability. The indicator was 
developed following consultation with 
various groups involved in housing, 
including representatives of the build- 
ers, lenders, real estate industry, other 
government departments, academia 
and other groups concerned with af- 
fordability. The indicator shows the 
percentage of renter households who 
can afford to purchase a starter home 
in each metropolitan area. 
Information on the starter home 
price for each centre is based on data 
of National Housing Act (NHA) in- 
sured homes. NHA insurance has tra- 
ditionally been used by first-time buy- 
~ ers to allow them to purchase a home. 
~ In fact, recent research indicates that 
over 60 per cent of NHA insured 
loans are made available to first-time 
~ buyers. Market research also confirms 
that the typical purchase price of first- 
time buyers in the major metropolitan 
areas closely corresponds to the aver- 
_ age NHA price by market area. Given 
| this, the NHA price data is a good in- 
_ dicator of the price of starter homes. 
Homeownership affordability varies 
significantly across the country, from 
_ alow of 6.7 per cent of renters who 
_ can afford to purchase a home in 
_ Toronto to a high of 45.5 per cent in 
ot John’ s. The main difference is, of 
course, in the price of homes in the 
various cities. 
| Over the past five years, the housing 
| markets in many areas of Canada have 
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been characterized by continued on page 2 | 
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CMHC Market Analysis Centre September 1990 


CMHC Introduces New 
Affordability Measure 


Affordability remains 
stable in 50% of 


centres. SEE PAGE 3 


Percent Of Renters Who Can Afford To Buy A Home 


\ NON- | NON- | | 
i ee 4 FAMILY | FAMILY | FAMILY | FAMILY; TOTAL | TOTAL 
CMA pee | 1990 1989 1990 1989 1990 | 1989 
Victoria 87 10 17 41 67 78 > 
Vance 62 | 8A 59 | 82) (96 | 133 
Edmonton et 6480 =| 176 67) «264 | 36.0 
Calgary 25.5 | 34.1 46 207 205 2/9 
Saskatoon Ao 42 | 307 a0 36,1, |, 96.1 
Regina Aue As 0 g5.3 25.8 9.4 | 39:4 
Winnipeg AAOMAd ONO ml 292. 87.2. | 37.2 
Thunder Bay Asp eed5b ne 2oe8) 260, | 38.5 | 38.5 
Sudbury BOG? Como omen 193 25.9 | 26.9 
Windsor 408 | 503 | 256 | 256 | 347 | 454 
London 188 | 259 oo 21 139 | 19:7 
Kitchener 9.7 157 6.0 95 Ba | 134 
St Cathannes-Niagara| 20.7 | 30.7 | 109 | 196 | 175 | 27.1 
Hamilton 129 | 19.5 57 66 101 | 154 
Toronto 8.1 8.1 48 48 6.7 6.7 
Oshawa 114A ned1.4 79 oan Om) 10.5 
Ottawa PGmmot cme 6.yey-3 | 17.9 | °25.2 
Hull pom aap eee? Ae ee2 4 4031.6 | 31.6 
Montreal Pe emmeciem ies 125 0|. 224. |. 22.1 
Trois-Riviéres 36.8 36.8 21.4 Bhar hid 10) 31.0 
Sherbrooke D9 98> | 131 | 213. 20.7.) 314 
Quebec S70. 470 183 |. 183 |. 298 1293 
Chicoutimi-Jonquiere | 423 | 42.3 | 320 320 397 39.7 
Saint John S469 346 | 278 | 278) 32% | 327 
Halifax pao dit) 188. 27.4.) 249.) 35.7 
St.John’s 60 460° 453 | 453 1455 | 45.5 


SOURCE: CMHC, Statistics Canada 
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continued from page 1 rapid price growth 
due to increases in demand. The 
growth in demand has been a result of 
strong economic growth and increased 
employment opportunities. 

Over the last year, rising interest 
rates have also impacted housing af- 
fordability. The rate of house price 
growth has eased in the past few 
months, but a higher level of mort- 
gage rates has continued to erode the 
purchasing power of potential first- 
time buyers. Interest rates in 1989 
were on average 12.15 per cent fora 
three year mortgage and 13.5 per cent 
in 1990. This trend, combined with 
the increased carrying cost due to 
higher taxes and heating costs, has re- 
duced the number of renter house- 
holds that can afford to purchase the 
typical starter home. 

Affordability of housing in Canada 
is related to household incomes, house 
prices, mortgage interest rates, prop- 
erty taxes and utility costs. Since 
movement in most of these factors is 
closely associated with the economic 
cycle, housing affordability has his- 
torically also been cyclical. It is nor- 
mally countercyclical to the economy, 
declining as the economy improves 
and improving as the economy de- 
clines. 


As the economic cycle reaches its 
peak, reduced demand for homes 
causes house prices to moderate. As 
interest rates decline, incomes should 
catch up with prices and affordability 
should improve over the coming 18 
months. 

Currently, the highest average price 
(NHA) for a starter home is in 


... affordability 
should improve 


over the coming 
18 months... 


Toronto at $192,029. At this price, 
only 6.7 per cent of renter households 
can afford to purchase. 

Less than 20 per cent of renters in 
most southern Ontario cities have suf- 
ficient income to afford a typical 
starter home with the exception of 
Windsor, where 34.7 per cent of ren- 
ter households can afford a starter 
house. Northern Ontario cities are 
more affordable with more than 26 


t 


per cent of renter households who can 
purchase a house. 

The situation is the same in British 
Columbia as in southern Ontario. 
Renter households able to purchase 
housing declined from slightly more 
than 13 per cent in 1989 in Vancou- 
ver to 9.6 per cent in 1990, while in 
Victoria the number who can afford 
declined from around 12 per cent to 
7.8 per cent in 1990. 

In Quebec, affordability is less of a 
constraint to homeownership.. Over 
20 per cent of all potential first-time 
buyer families can afford the typical 
starter home in all census metropoli- 
tan areas in the province. Lower price 
increases compared to income over 
the last year have kept the market 
more affordable than in other areas of 
Canada. In addition, the proportion 
of renters in Quebec is quite high. 
Less than 55 per cent of all house- 
holds in Montreal own their own 
home, as many rent by choice. This 
means that more higher income 
households are remaining as renters, 
which also improves the affordability 
figures. 

Slower economic growth in Atlantic 
Canada has resulted in income growth 
at or close to the pace of house price 
growth. Low income continued on page 3 
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Renters Who Can Afford to Buy 


Mid - 1990 


PERCENT 
30 


28.8 


25 


Vancouver 


Eo Family 


Calgary 


Toronto 


Non-Family 


Montreal 


28.9 


Halifax 


SOURCE: CMHC, Statistics Canada 
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” from page 2 levels have reduced 
the buying power of potential first- 
time buyers but lower overall house 
prices mean more households can af- 
ford to buy. St. John’s is among the 
cities with the greatest percentage 
(45.5 per cent) of potential first-time 
buyers in Canada who can afford the 
typical starter home. Surprisingly. 
non-family households in St John's 
have a greater purchasing power than 
family households. This reflects the 
high proportion of non-families who 
rent by choice and are not inhibited 
from ownership by affordability. 

In the prairies, weak economic 
growth has kept house prices, inflation 


and income growth low. In Sas- 
katchewan especially, the number of 
potential first-time buyer households 
who can afford to purchase is greater 
than 35 per cent. In Alberta, afforda- 
bility has been declining lately, mainly 
due to the recent economic recovery 
the province is experiencing which has 
led to greater demand for homes and 
increases in the prices of houses. Re- 
cent increases in interest rates have 
also been a factor adversely affecting 
homeownership affordability in this 
area. However, provincial interest rate 
subsidy programs in Alberta and Sas- 
katchewan for owner occupied homes 
have somewhat offset the effects of 
higher interest rates, 

Typically, across the country, non- 
family households have less opportu- 
nity to enter the ownership market 
due to lower household income. In 
many high growth markets, the num- 
ber of unattached individuals sharing 
accommodation has increased. Cen- 
sus data show that in Vancouver and 
Toronto over 15 per cent of non-fam- 
ily households between ages 20 and 
44 own their own homes. In these 
two centres, despite less than 6 per 
cent of non-family households who 
have sufficient income to afford the 
typical starter home, many of these 
non-family households are able to 
purchase homes due to the greater 
purchasing power of their combined 
incomes. As a result, the proportion 
of non-families who are homeowners 
has increased in markets that appear 
to be out of reach of the average single 
person. @ 
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Affordability Remains 
Stable During Past 
Two Years In 50 
Of CMAs. 


~ 


uring 1990, increases in house prices slowed 
down in most CMAs across the country. In 
fact, about 50 per cent of CMAs reported 
either declines or relatively stable house prices. Despite 
this positive market factor, the income required to 
purchase these homes continued to rise as a result of 
significantly higher interest rates in 1990 and increases in 
property taxes and heating costs. However, growth in 
household incomes has been sufficient to offset these 
costs and maintain the number of renters who can afford. 
Examples of CMAs where the average starter home price 
has been declining and affordability has been maintained 
include, St.John’s, Quebec City, Toronto, Oshawa, 
Winnipeg, Regina and Saskatoon. 

In those CMAs where the number of renter 


households who can afford has declined in 1990, the 


required income to purchase has significantly outpaced 


growth in household income as a result of higher interest 
rates, combined with increases in house prices, property 
taxes and heating costs. This has typically occurred in 
Vancouver, Victoria, Edmonton, Calgary, Halifax and 


CMaAs in southern Ontario. @ 
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About the CMHC Affordability 


CMHC's affordability indicator pro- 
vides an assessment and comparison 
by market of homeownership afforda- 
bility for potential first-time buyers 

The indicator shows the percentage 
of family and non-family renter 
households between the ages of 20 
and 44 who can afford to buy a starter 
home in each of the 26 Census Met- 

| ropolitan Areas. The age limit of 20 
to 44 was chosen as most first-time 
buyers are in this age group. 

In order to establish the percentage 
of potential first-time buyer house- 
holds who could afford a typical 
starter home, the income required to 

| purchase a starter home was compared 
| to the distribution of renter household 


EFINITI 


incomes. The calculation of the in- 
| come required to carry the monthly 

payments was based on a minimum 

downpayment of 10 per cent and no 

more than 32 per cent of income to 
| service a mortgage at current interest 

rates, taxes and heating costs 

The renter household incomes were 
based on census data and adjusted to 
reflect current income levels. The rate 
of income growth for each metropoli- 
tan area was estimated from increases 
in wage settlements as well as from 
increases reported in Statistics Can- 
ada’s surveys, such as Household In- 
come, Facilities and Equipment 
(HIFE), wages and salaries and infla- 
| tion. 


The price of a starter home is based 

on NHA insured homes price data. 
NHA price data are an accurate repre- 
sentation of whar first-time purchasers 
can afford as homes with NHA insur- 
ance are typically purchased by young, 
first-time buyers with less than 25 per | 
cent downpayment. 

Since most first-time buyers nor- 
mally choose a longer term mortgage, 
a three-year term closed mortgage 
with a 25 year amortization was as- 


sumed. The current values of property 
taxes and heating costs for a represen- | 
tative starter home have been included 
to further enhance the indicator 

The indicator will be updated semi- 
annually. # 


| Potential First-Time Home 
Buyer: 


All income earning renter households, 
distinguished as either family or non- 
family, berween the ages of 20 and 44 


Average Starter House Price: 


The average starter house price is that 
of the NHA insured home which in- 
| clude the following house types; 

single, semi-detached, row, mobile 
and apartment condominium. NHA 
insured homes are typically purchased 
by young first-time buyers with less 
than 25 percent downpayment 


| Property Taxes: 


Property taxes representative of a 
starter home. Data are from Statistics 
Canada 


Canadian Housing Markets is a quarterly publication featuring CMHC'S affordabili 
ting & Communications, CMHC Market Analys i 
45-1741. Comments and requests for additional information may be referred to Sharon Olin, 


| Monthly Mortgage Cost: 


The monthly principal and interest 
payment associated with the average 
| starter home price, assuming 10 per- 
| cent downpayment. The required 
mortgage insurance premium has 
been added to the mortgage balance. 


Heating Costs: 


Average heating costs representative of 


a starter home. Data are from Energy, 
Mines and Resources. 


| 
Monthly Total Carrying 
Costs: 


Total of monthly payments required 
for principal, interest, taxes and hear- 


ing costs 


(8-2967. 
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indicator semi-annually. Enquiries regurding subscription 
Centre, 682 Montreal Road, Ottawa, Ontario 


Income Required fo Carry a 
Mortgage: 


The income necessary to service the 
mortgage payments at current interest 
rates assuming a 32 percent gross debt 
service ratio. 


Mortgage: 


A three-year term closed mortgage was 
assumed with a 25 year amortization. 
An interest rate of 13.5 per cent was 
used for 1990 and 12.15 per cent 
(annual average) for 1989. 


| e@ @ 
COSTS AND INCOMES FOR AFFORDABILITY INDICATOR Th F T 
| e First-Time Homeowner 
| AVERAGE MONTHLY INCOME | : : a 
STARTER MONTHLY TOTAL REQUIRED vy hile CMHC's new affordabil- average first-time homebuyer income | 499,999). However, the number of 
HOUSE MORTGAGE ANNUAL ANNUAL | CARRYING TO CARRY | ity measure relates to poten- is 39 (Ontario) to 101 per cent (Sas- households that did not maintain a 
PRICE | COST TAXES HEATING COST MORTGAGE | tial first-time purchasers, it is katchewan) greater than average renter | home before purchasing their first 
cma | $ $ $ $ $ $ also interesting to look abwhe actually | income. Thus first-time home buyers dwelling is much lower at 6 per cent 
are first-time buyers. To do this, in- are among the highest income group in the large metropolitan areas of 
1990 1989 1990 1989 | 1990 1989 | 1990 1989 | 1990 1989 1990 1989 formation was examined on house- | of renters. Quebecl Oven British Columbia is 
= 7 holds who purchased their first home Households who had not formed a the province which has the highest 
Victoria 118,940 108,070 1,249 1,039 | 1,965 1,839 710 681 | 1,472 1,249 | 53,342 45,301 | etveen 1988 and pes The data household prior to buying a Home: | proportion of first-time buyer house- 
| are from Statistics Canada’s House- represent on average 14 per cent of all holds that did not maintain a house- 
Vancouver 142,356 125,376 1,468 1,200 | 1,803 1,735 410 403 | 1,653 1,378 59,853 49,939 | hold, Income, Facilities and Equip- first time homebuyers, whereas previ- hold prior to purchasing while Que- 
| | ment Survey. ously renting households represent the | bec records the lowest with 6.7 per 
| | Edmonton 85,265 79,530 895 765 || 1,695 1,670 450 426 | 1,074 939° | 38,941 34,082 | The income and age of first-time | remaining 86 per cent. In markets cent. z 
Calgary 104694 91,586 4099 881 | 1,70 1,723 440 407 | 4,283 1,058 46,507 38,374 eee a somewhat acroxt the with higher house Prices where down: as Surprising nding may be re- 
ountry, as it depends on the afforda-~ | payments might present a problem, a lated to the fact that in areas where 
Saskatoon 63,922 64,679 671 622 | 1,405 1,360 570 550 836 781 30,325 28.352 Piluy and Brie love in specie mar- | higher proportion of rse-time home press ae Ney high, rents are 
| | ets, Certain characteristics, however, jomebuyer households did not rent so very high and young adults might 
Regina 59,907 59,798 629 575 | 1,589 1,563 560 555 08 752 29,340 27,298 are common to most of the large met-_ | before owning than in areas where be staying longer Sinan alread 
| : | ropolitan areas. houses are cheaper. For instance, in | existing household before forming 
Winnipeg | 64,022 65,235 672 627 | 1,756 1,705 640 610 872 820 31,662 29,794 First-time homeownership occurs the large metropolitan centres of On- their own household. By doing so, 
far more often among family house- tario and British Columbia (popula- they can make the necessary saving 
Thunder Bay 84,429 79,425 886 764 | 1,383 1,297 730 706 | 1,062 931 38,525 33,759 holds than among non-family house- tion of 500,000 and more), the num- required for a downpayment. On the 
holds, mainly because families have ber of households that did not main- contrary, in areas where house prices 
| Sudbury | 85,943 76,760 902 738 | 1,602 1,431 700 677 | 1,094 914 39,682 33,157 more income (often nvo incomes). | tain a household before purchasing are cheaper, rents tend co be relatively 
| Non-family household income is, on __| their first house represented respec- | cheap and do not prevent household 
Windsor 84548 79.164 888 761 | 1,566 1,476 520 514 | 1.061 927 38,487 33,628 | average, 28 per cent lower than that of | tively 17 and 23 per cent of all the | formation. Moreover, Quebec's well 
| family households. Eighty-four per first-time homebuyers, whereas those | supplied rental market and its tradi- 
London 110,375 101,047 1,159 972 | 1,647 1,495 570 564 | 1,344 1,143 48,683 41,440 cent of all first-time home buyers are households accounted for 14 per cent | tion of renting are factors explaining 
; family households and only 16 per in Saskatchewan and 10.5 per cent in the high proportion of first-time 
Kitchener 135,277 125,674 1,402 1,202 | 1,715 1,594 §70 564 | 1,593 1,382 57,689 50,079 cent are non-families. | middle-sized metropolitan areas of | homebuyers chat were previously ren- 
First-time homeownership also oc- | Ontario ( population of 100,000 to | ters. a 
St.Cathanines-Niagara | 98,174 90,483 1,031 870 | 1,556 1,429 520 514 | 1,204 1,032 43,622 37,414 curs at a younger age for family house- 
, holds than fc -family households. Sern 
Hamilton 130,831 122931 | 1,361 1,179 | 1,811 1,700 | 560 554 | 1,558 1,367 | 56455 49,592 aTMeaecGhthe Ricca HomeSneT Hicuseliold income iseibution 
| 5 ’ oh fropolitan areas o! + 
varies according to the affordability of _ | § 
Toronto 192,029 197,712 1,932 1,818 | 2,183 2,001 570 564 | 2,161 2,032 78,258 73,570 each metropolitan area. Households PERCENT 
purchased their first home later in 
Oshawa | 151,951 149,893 1,558 1,409 | 1,750 1,727 550 544 | 1,750 1,599 63,356 57,900 | large centres in British Columbia, On- 13 
tario and Quebec. First-time buyer 
Ottawa 115,969 115,495 1217 1,111 | 2,638 2,376 620 595 | 1,489 1,358 54,014 49,272 | households were the oldest in British _| 
| | ; 
Hull 77,626 77, Columbia with an average age of 40.5 
626 283 815 743 | 1,700 1,686 930 879 | 1,034 957 37,541 34,751 | years and the youngest in Saskatche- 
Montreal 89,140 87,235 93 1; 1 wan with an average of 30.5 years. 
6 = 839 932 1,931 910 860 | 1,173 1,071 42,560 38,902 The average age for the households in 
Trois-Rivieres 58,526 58,799 614 565 | 1,368 1,343 | 970 922 | 809 754 | 29,399 27,405 helorber provincesas|DetWcenioa 
: ‘ and 36 years of age. 
Sherbrooke 66,758 67,261 | 701 647 | 1,354 1,349 | 910 860 890 831 | 32,292 30,170 {ie)income/of first-time|buyersis 
; higher than that of the average renters. 
Quebec 66,330 64948 | 696 625 | 1,706 1,657 | 990 941 | 921 841 | 33,462 90,567 Their income is closer tojthe average 
‘ f owner's income than to the average 
Chicoutimi-Jonquiére | 57,993 56,861 609 547 | 1,337 1,284 | 1,030 979 | 806 735 | 29,287 26,726 renter's. Owners’ income is on aver- 
: age almost twice renters’ income, 
Saint ohn 63,352 60,523 665 582 | 838 798 | 930 g99 | 812 723 | 29,471 26,251 varying from 74 per cent higher in 
, British Columbia to 115 per cent | 
Halifax 84,098 80,624 883 775 | 1,862 1,630 810 749 | 1,106 974 | 40,124 35,335 higher in Saskatchewan, while owners’ INCOME BRACKETS (in thousands of $) 
r income (non first-time buyer) is less 
StJohn's 68,712 68,784 | 721 661 | 881 880 | 970 906 | 876 810 | 31,759 29,996 | than 24 per cent greater than average Sa Renters ines Qummers | SemaPiesh Time iyers 
SOURCE! CONC] SEs Cans] ESV MISE R72 UU smemeaeeremmmrmeie ee eeeeeemeeeee eee first-time homebuyer income. In fact, | source: HiFe 1988 
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Affordability Improves in Most CMAs 


in the Past Six Months 


January 1991 | 


e uring 1990, house prices 
Le Maer declined or Percent of Renters Who Can Afford To Buy A Home 
remained relatively stable NON- NON- 
in most Census Metropolitan CENSUS FAMILY | FAMILY | FAMILY | FAMILY | TOTAL TOTAL 
Areas in Canada. This factor com- | AREAS (CMA) er en a mon Gen a 
bined with decreasing interest 
rates resulted in an improvement Victoria 121 10.9 4.9 4.0 8.6 78 
in the percentage of renter Vancouver 17.4 12.4 7.6 9.6 12.4 9.0 
households who can afford to Edmonton 30.1 32.8 19.4 173 28.4 26.1 
buy a home in all CMAs, except Calgary 30.3 29.0 18.1 14.4 24.7 20.1 
‘in St. John’s. | CNN Saskatoon 39.9 37.8 29.4 27.3 34.9 32.8 
if oie A00 Gla a0e 370. |) 320 ara e870 
| 191999  |Winnipeg 415 39.5 27.0 25.3 34.8 33.0 
| Toronto and aS [Thunder Bay Apa AV e298 Oe 980s | GANAS G52 
| Vancouver : i, Sudbury 29.5 26.6 18.2 16.0 26.0 23.4 
| = Windsor 42.7 39.8 28.2 24.8 37.0 33.9 
- among the CMAs London 5 od ee Rt as ia 
: that re gist ered the Kitchener 11.3 8.1 6.9 5.1 9.7 7.0 
St.Catharines-Niagara 21.4 19.4 11.6 10.3 18.2 16.4 
largest price Hamilton ise | 104 7.4 56 | 423 9.8 
: Toronto 13.0 8.7 73 5.0 10.7 je 
declines. ae Oshawa 13 Wal 153 40 10.3 6.8 
Ottawa 14.7 13.0 6.4 5.9 12.0 10.6 
Declining or stable home prices Hull 53.8 O21 35.4 ou) 45.5 43.8 
= most CMAs, combined with Montréal 28.8 Bee 129 Moe 2251 20.8 
| declining interest rates from 13.5 Trois-Rivieres 35.6 35.0 20.1 19.5 29.9 29.3 
per cent in May, 1990 to 12.5 per Sherbrooke 34.4 29.3 18.6 15.2 28.0 23.6 
_cent in December, 1990 had a posi- Québec 37.1 36.8 18.4 18.1 29.5 29.2 
tive impact on home ownership Chicoutimi-Jonquiére 43.4 39.4 32.9 29.0 40.8 36.9 
affordability. Toronto and Van- Saint John | Bae 32.1 272 24.9 32.5 30.3 
_couver were among the CMAs Halifax 4 | 304 | 6 oe ee 
| that registered the largest price St. John’s 4 oe 2 ae 
eee ond oS pencent PEI." Myo AS A eC 


respectively. Despite slight in- 


creases in property continued on page 2 


** Revised due to updated data. 
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* CMA is not used due to data limitations; see Affordability Table page 8. 


SOURCE: CMHC, Statistics Canada 
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continued from page 1 taxes, 10.7 per 
cent of the renter households can 
now afford a starter home in 
Toronto compared with 7.2 per 
cent in the Spring of 1990. 


SS Ae ee) 
In Vancouver the 


_ percentage of renters 
who can afford to 
buy a home 
increased to 
12.4 per cent from 
POE Con, 


In Vancouver the percentage of 
renters who can afford to buy a 
home increased to 12.4 per cent 
from 9.0 per cent. Price declines 
were also reported in other less 
affordable CMAs such as Oshawa, 
Kitchener and Hamilton, thereby 
improving affordability. 

St. John’s is the only CMA where 
affordabilty declined. The modest 
reduction is the result of price in- 


creases of 5.2 per cent which 
offset the positive impact of 
declining interest rates. House 
prices in St. John’s are exhibiting 
strength as a result of a greater 
number of higher priced homes 
being sold in the past six months. 
Notwithstanding the decline in 
affordability, St. John’s ranks as 
the fifth most affordable CMA in 
the country. 

Access to homeownership 
should continue to improve in 
1991, as house prices are expected 
to either decline or remain rela- 


tively stable in most cities, while 
mortgage interest rates are also ex- 
pected to continue decreasing. = 
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Is There An Adequate Supply 
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n most cities across the 
fl country, the average renter can 

afford many of the houses 
available for sale. In Montréal, Van- 
couver, Victoria and many cities in 
Ontario, however, more affordable 
priced housing is needed. In all 
cities, the number of listings of ex- 
isting houses for sale which are 
available to the average renter has 
increased over the last six months 
as stable or declining house prices 
have combined with lower interest 
rates to make housing more affor- 
dable. (See tables, pages 4 and 5) 

In addition to the affordability in- 
dicator, which measures the per- 
centage of renter households who 
could afford to buy a typical starter 
home in each metropolitan area in 
Canada, CMHC has analysed the 
supply of affordable homes at the 
local level. The supply indicator 
measures the size of the available 
supply to which renter households 
could have access. 

The supply indicator is the per- . 
centage of total active residential 
listings (MLS listings) at or below 
the maximum affordable house 
price for the average renter. The 
maximum affordable house price 
was derived from the income of the 
average renter household, using a 
gross debt service ratio of 32 per 
cent to service the mortgage, the in- 
surance premium, property taxes, 
and heating costs, using current in- 
terest rates. 

One of the objectives of develop- 
ing this indicator was to show 
builders if there was a market for af- 
fordable housing. Therefore, in 
determining the income of the 
average renter, those renters 
eligible for social housing assis- 
tance were not included as it was 
felt that they do not have the poten- 
tial in the near future to purchase a 
home. 
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of Affordable Housing? 


Renters in most metropolitan 
centres in Canada with the excep- 
tion of British Columbia, Ontario, 
Montréal and Sherbrooke could af- 
ford at least 20 per cent of the supp- 
ly of listings at the end of 1990. 
Even non-family households, who 
have more affordability problems 
than family households, had a 
reasonable choice of listings in 
many centres, although in many 
others, their access to homeowner- 
ship was limited. 

There is a definite need for more 
affordable priced housing in Vic- 
toria, Vancouver, Toronto, Oshawa, 
St. Catharines, Ottawa, Montréal 
and Sherbrooke, where the average 
renter can afford less than ten per- 
cent of the homes for sale. The | 


greatest shortages are in Victoria, 
Vancouver and Kitchener. 
While affordability is expected to | 
improve and renters will be able to | 
have a wider choice of housing, the 
need for an increase in the supply 
will still exist in these cities. The 
demand for more affordable hous- 
ing has been seen recently in Toron- 
to, where builders selling lower 
priced houses sold them quickly. 
Homeownership should continue 
to become more affordable as inter- 
est rates continue to fall. During the 
six month period from June to 
December 1990, the drop in interest 
rate combined with stagnant or 
declining house prices more than 
offset a rise in heating costs and 
property taxes recorded in some 
metropolitan areas. The maximum 
house price that renters could af- | 
ford to carry increased in metro- 
politan areas in the Prairies and 
Ontario on average 8.8 per cent and 
8.2 per cent respectively. Renter 
households can afford more than 60 
per cent of the listings in Sas- 
katchewan, close to 50 per cent in 
Manitoba, and 


continued on page 7 
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Home Buying Trends in Canada Today 


he proportion of move-up 
‘i buyers and first-time buyers 

has changed over the last 
decade partly because of demo- 
graphic factors but also due to the 
economic cycle. Over the last decade, 
the move-up buyer has become the 
predominant buyer, whereas in the 
1970's, the first-time buyer was 
predominant. As the population 
continues to age, this trend will con- 
tinue. Overlaying this long term 
trend is the impact of the business 
cycle. When the cycle is booming, 
housing demand increases, prices are 
forced up, favouring the move-up 


buyer who has more equity. When 


the cycle is in a downturn, housing 
demand falls, prices drop and hous- 
ing becomes more affordable which 
favours first-time buyers. 
Home sales rose from 321,000 in 
1982 to 534,000 in 1988. Sales to 


-move-up buyers more than doubled 


from 108,000 in 1982 to 286,000 in 
1988 as rising prices accelerated 


_ Number of Canadian Home 


Buyers (000s) 
300 


| 260 
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_ SOURCE: Statistics Canada HIFE Surveys 1983-89 
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equity gains, providing the down- 
payment funds for further buying. 
The expansion phase of the economic 
cycle in the 1980’s moved with the 
large “baby boom” generation who 
have been demanding move-up 
homes. Move-up buyers in Canada 
increased from 34 per cent of sales 
in 1982 to 54 per cent in 1988 based 
on data from Statistics Canada’s 
Household Household Incomes, 
Fixtures and Expenditure (HIFE) 
surveys (data are not yet available 
for 1989). 

Sales to first-time buyers rose 
from 213,000 in 1982 to 248,000 in 
1988. It is interesting to note that al- 
though first-time buyers have been 
declining as a proportion of all 
home buyers, their numbers are 
still increasing and they have not 
been shut out of most markets. 


Move-up Buyers Are Majority 
After 1984 


After 1984, more than half of 
Canadian home buyers were move- 
up buyers. In the early part of the 
decade, high mortgage rates in 
1981-82 reduced demand, and 
buyers’ market conditions led to 
lower home prices. Move-up sales 
fell in 1982 because potential buyers 


lost equity and found it more dif- 
ficult to sell their existing homes. 
First-time buyers took advantage of 
the more affordable prices, and the 
number of first-time buyers remained 
relatively stable between 1982 and 
1984. As a result the proportion of first- 
time buyer sales rose to 66 per cent in 
1982. The trend to move-up buyers 
after 1984 resulted from stronger 
employment growth, rising prices 
and equity growth. 

Most regions experienced a shift 
toward move-up markets after 1984. 
The strongest move-up markets were 
in British Columbia and Ontario, 
where 57 and 59 per cent of buyers 
were trading up respectively in 1988. 
Above average price increases pro- 
pelled equity gains to higher levels 
and drove move-up demand further 
in these two provinces. In Québec, 
where sales peaked in 1987, the 
share of move-up buyers dropped 
from a high of 53 per cent in 1986 to 
46 per cent in 1988. During this period 
total sales fell with move-up sales 
declining more than first-time sales. 
Reduced equity growth discour- 
aged move-up buying while a 
provincial subsidy program which 
encouraged purchases of first homes 
helped sustain 


continued on page 6 


Per Cent Of Move-Up Buyers By Region 


1980 1982 1984 1986 1988 
Atlantic Canada 43 36 40 43 46 
Québec 39 21 36 53 46 
Ontario 50 38 55 59 59 
Manitoba/Sask 46 35 54 51 52 
Alberta 53 34 oh 44 46 
British Columbia 61 37 46 51 57 
Canada 48 34 47 53 54 


| SOURCE: Statistics Canada HIFE Surveys 1983-89 


Canadian Housing Markets is a quarterly publication featuring CMHC’s affordability indicator semi-annually. Enquiries regarding subscription 
should be directed to: Manager, Marketing & Communications, CMHC Market Analysis Centre, 682 Montreal Road, Ottawa, Ontario 

K1A OP7. Tel.: (613) 748-2286 or Fax: (613) 745-1741. Comments and requests for additional information may be referred to Sharon Olm, 
Manager, Local Markets Analysis, Market Analysis Centre, Ottawa. Tel.: (613) 748-2582. 
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Supply Available to Average Renter Households 


CENSUS 


METROPOLITAN 


AREAS (CMA) 


Victoria 


Vancouver 


Edmonton 


Calgary 


Saskatoon 


Regina 


Winnipeg 


Thunder Bay 


Sudbury 


Windsor 


Kitchener 


St. Catharines-Niagara 


Hamilton 


RENTER 


HOUSEHOLD 


EE 


Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 


. Total 


Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 


| AVERAGE 
INCOME 
1990 
$ 


42,901 
34,420 
39,540 
90,580 
42,130 
46,560 
42,840 
35,950 
40,020 
45,840 
39,360 
42,970 
40,010 


37,600 
41,120 
35,810 
38,580 
43,230 
36,680 
| 40,320 
47,450 


45,030 
42,110 
37,570 
40,760 
50,250 
41,300 
46,750 
45,350 
36,770 
41,830 
42,630 
36,100 
40,310 
41,420 
35,570 
39,550 
45,840 
37,260 
42,560 


34,880 | 


MAXIMUM 
AFFORDABLE 
HOUSE" 
$ 


92,150 
69,160 
83,020 

117,800 
94,910 

106,910 
96,880 
78,250 
89,270 

105,110 
87,540 
97,320 

91,470 

(77,590 

84,940 
92,640 


78,250 | 


85,/50 
92,920 
75,170 
85,030 


i | 110,560 
40,600 | 


92,000 
104,020 
94,310 
82,010 
90,650 
117,800 
93,580 
108,310 
103,610 
80,350 
94,060 
93,800 
76,110 
87,510 
94 340 
78,470 
89,260 
101,870 
78,620 
92,970 


SUPPLY 


AVAILABLE 


% 


MOST PREVELANT 
HOUSE TYPES 


Mobile Home & Row Condos 
Older” Apt. Condo 

Apt. & Row Condos 

Newer! Row Condo; Bungalow 
Newer Apt. Condo 

Newer Apt. Condo 

Older Bungalow; Apt. Condo, 5 Yrs 
Older Apt. Condo 

Older Bungalow & Apt. Condo 
Older Bungalow 

Older Row House 

Older Bungalow 

Older Split; New Bungalow 

Older Bungalow 

Older Bungalow 

Older Bungalow 

Older Bungalow 

Older Bungalow 

Newer Bungalow 

Newer Apt. Condo 

Bi-Level, Bungalow & 1 1/2 Storey 
Older Bungalow 

Older Semi-Detached 

Bi-Level; Older Bungalow 

Older Bungalow 

Older Bungalow 

Older Bungalow 

Older Bungalow, Row & Apt. Condos 
Older Bungalow, Row & Apt. Condos 
Older Bungalow, Row & Apt. Condos 
Row Condos 

Older Bungalow; 1 1/2 Storey 

Apt. Condos 

Mobile Home, Apt. Condo 

Apt. Condo 

Apt. Condo 

Older Bungalow 

Older Bungalow 

Older Bungalow 

Older Bungalow; 1 1/2 Storey 
Older Apt. Condo; 1 1/2 Storey 
Older Apt. & Row Condo; 1 1/2 Storey 


Supply Available to Average Renter Households (cont’d) 


AVERAGE MAXIMUM 
CENSUS RENTER INCOME AFFORDABLE | SUPPLY 
METROPOLITAN HOUSEHOLD 1990 HOUSE" AVAILABLE MOST PREVELANT 
AREAS (CMA) TYPE $ $ % HOUSE TYPES 


Toronto Family 58,920 136,140 Row Condo 
Non Family 51,170 115,160 Apt. Condo 
Total 55,970 128,150 : Apt. Condo 
Family 48,400 110,140 Row Houses 
Non Family 41,710 92,010 Apt. Condo 
Total 46,410 104,720 Apt. Condo 
Family 52,840 116,210 Older Row Houses 
Non Family 43,250 90,240 | Older Row & Apt. Condo 
Total 48 660 104,910 Older Row Houses 
Family 43,580 94,220 New Semi-Detached; Older Bung. 
Non Family 37,310 77,250 Older Semi-Detached; Newer Condo 
Total 41,650 88,990 Older Bung.; Newer Semi-Detached 
Montréal Family 44,720 94,820 Bungalow; Older Semi-Detached 
Non Family 36,110 71,480 Newer Apt. Condo 
Total 41,570 86,270 Bungalow;Older Semi-Detached 
Trois-Rivieres Family 36,350 76,900 Older Bungalow 
Non Family 30,900 62,140 Older Bungalow 
Total 34,570 72,070 Older Bungalow 
Sherbrooke Family 36,270 77,110 Older Bungalow 
Non Family 31,600 64,460 : Older Apt. Condo 
Total 34,630 72,680 : Older Bungalow 
Québec Family 38,780 80,360 Older Bungalow; Apt. Condo 
Non Family 32,730 63,960 Older Apt. Condo & Mobile Home 
Total 36,640 74,570 Older Bungalow; Apt. Condo 
Chicoutimi-Jonquiére Family 37,020 79,650 Older Bungalow 
Non Family 32,710 67,970 Older Bungalow 
Total 36,040 76,990 Older Bungalow 
Saint John Family 37,230 83,770 New Bungalow 
Non Family 33,160 72,720 Older 2 Storey 
Total 35,930 80,240 New Bungalow 
Halifax Family 41,700 91,750 Older Bungalow 
Non Family 37,710 80,940 Older Bungalow 
Total 40,230 87,750 Older Bungalow 
St. John’s Family 46,880 108,260 Older Bungalow 
Non Family 46,450 107,090 Older Bungalow 
Total 46,750 107,910 Older Bungalow 
P.E.1# Family 39,490 90,310 Older Bungalow 
Non Family 36,420 81,970 Older Bungalow 
Total 38,540 87,730 Older Bungalow 
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continued from page 3 demand for first- 
time buyers despite weaker employ- 
ment growth. In Alberta, first-time 
buyers were still the majority in 
1988 because of the province’s heavy 
reliance on resource industries which 
tended to attract a large number of 
younger migrants. However, even 
Alberta showed a definite trend 
toward move-up buying because of 
the general aging of its population, as 
did Atlantic Canada, Manitoba and 
Saskatchewan. 


Incomes Of First-time Buyers 
Increased 

In 1982, the average household in- 
come of persons who bought a first 
home was relatively low at $32,500. 


Average Household Incomes 
of Canadian Home Buyers 
($ 000s) 
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However, declining home prices 
and mortgage rates enabled 
households with lower incomes to 
purchase. As the cycle progressed, 
demand from move-up buyers 
pushed prices up by an annual 
average of about 10 per cent while 
incomes rose only 5.25 per cent. 
Despite this imbalance, homes 
remained largely affordable until 
early 1987 because of declining 
mortgage interest rates. After 1987, 


rising mortgage rates combined 
with rapidly escalating prices 
reduced affordability. This is also 
reflected in the above average in- 
creases in incomes of the home 
buying segment of the population. 
In 1988, all average incomes rose 
only 5.6 per cent while the average 
household income of persons who 


_ bought their first homes rose by 


eight per cent to $44,400. 


Affordability Forced Many 
Buyers To Delay Purchases 


Reduced affordability in mid 
1987 and 1988 forced many poten- 
tial buyers to delay their decision to 
purchase, as shown by the average 
age of home buyers. While the 
average age of first-time buyers was 
lower in the 1980s than it was in the 
late 1970s, it was on its way back up 
through the 80s, rising from 34 in 
1982 to 37 in 1988. The average age 
of move-up buyers increased from 43 
to 45 in 1986-88. In 1988, delays in 
home buying increased the most in 
large urban centres with populations 
above 500,000, i.e., in markets with 
the fastest price increases. Between 
1986 and 1988 the average age in- 
creased from 34 to 39 for first-time 
buyers and from 42 to 45 for move- 
up buyers in these large centres. 


Average Age of Canadian 
Home Buyers 


48 


78 79 80 81 82 83 84 85 86 87 88 
== Move-up Buyers 


sama First-time Buyers 


| SOURCE: Statistics Canada HIFE Surveys 1983-89 


About 75 per cent of Canadian 
home buyers in the 1980's pur- 
chased their first home between 25 
and 45 years of age of which 62 per 
cent bought between 25 and 34. 


Home Buying In The 1990’s 


As the current economic cycle 
bottoms out and begins a recovery, 
first-time buyers will again have an 
advantage when housing becomes 
more affordable. A repeat of the 
early stages of the 1980's cycle is ex- 
pected which will result in first- 
time sales remaining either stable 
or increasing in 1991 while move- 
up sales continue to be low. First- 
time buyers should therefore be in 
the majority in 1991, and many 
renters will be in a position to buy 
for the first time. 

Growth in the first-time market 
will be slightly slower in the 1990’s 
than it was in the 1980's because of 
slower growth in the 25 to 34 year 
age group. This age group, which 
accounts for 62 per cent of first-time 
home demand, will grow by only 0.5 
per cent annually, down from 1.9 per 
cent in the 1980’s. This development 
is largely the result of an aging of the 
“baby boom” generation. Move-up 
sales should start increasing faster 
than first-time sales in 1992 when 
prices resume an upward trend and 
equity gains stimulate demand. This 
trend will be reinforced after 1992 by 
home equity gains. 

Ontario is expected to show the 
strongest shift back toward a 
market dominated by first-time 
buyers. This is due to significant 
price declines to date in several key 
Ontario markets. Price increases in 
British Columbia and Alberta will 
keep the move-up market from 
declining to the same extent. Rela- 
tively stable markets in Atlantic 
Canada will minimize the shift 
back to first-time demand. In 
Québec, an end to the current 
provincial aid program for first- 
time buyers is expected to cause the 
move-up market to occupy a larger 
market share in 1991. = 
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continued from page 2 about 20 per cent 
in Alberta. As a result of lower 
prices, Edmonton offers a greater 
number of listings to renter house- 
holds than Calgary. 

Despite a 6.7 per cent increase in 
the maximum affordable house 
price for renters in Victoria, the 
supply of listings which renters 
could afford remains low at 4.6 per 
cent. The rise in oil prices caused a 
31 per cent increase in average heat- 
ing costs to $930 from $710. This 
factor combined with high house 
prices maintained low accessibility 
in Victoria. 

In Vancouver average renter 
households can afford only 5.7 per 
cent of listings because of high 
prices relative to the incomes of 
renters. Nevertheless, affordability 
has improved during the last six 
months. 

Ontario’s metropolitan areas can 
be classified into two groups in 
terms of accessibility to housing 
supply. In the first one, which in- 
cludes Thunder Bay, Sudbury and 
Windsor, households have access to 


more than 25 per cent of all residen- 
tial listings. However, in the second 
group which covers the metro- 
politan areas of Southern Ontario 
and Ottawa, households can afford 
less than 15 per cent of the supply. 
This can be explained by the high 
level of prices relative to incomes 
and high property taxes which 
average about $2,000 in the latter 
group. In Toronto, renters can af- 
ford only about 7 per cent of list- 
ings because house prices, although 
declining remain high. 

In Québec, the drop in interest 
rates offset increases in heating 
costs and property taxes. 
Chicoutimi-Jonquiére reported the 
greatest number of listings that 
remain within reach of the average 
renter household, at about 35 per 
cent. Montréal and Sherbrooke 
reported the lowest number (9 per 
cent) of affordable listings for the 
average household. In Montréal 
property taxes average about 
$2,150. This high tax level com- 
bined with high house prices rela- 
tive to income have eliminated 


many households from being 
potential homeowners. While 
prices in Montréal are not high 
compared to some centres in On- 
tario and Vancouver, incomes are 
also lower, thus making the homes 
unaffordable. 

The supply of houses that renters 
can afford is high in the Atlantic 
Region. Renter households in 
Prince Edward Island have access 
to 72 per cent of the listings. In St. 
John’s, they can afford more than 
50 per cent of total listings and in 
Saint John about 41 per cent. In 
Halifax renters can afford at least 
one third of listings. 

The forecast for lower interest rates, 
combined with declining or rela- 
tively stable house prices, should 
continue to improve the size of the 
supply which renters can afford in 
most metropolitan areas in 1991. 
However, higher heating costs due 
to rising energy costs, and higher 
property taxes, especially in 
Québec, will make home ownership 
more expensive in some centres. @ 


DEFINITIONS: 


SUPPLY INDICATOR (pages 4 & 5) 


Household Income: 

Average income of private renter households aged 20 to 44 and with in- 
come above core need income thresholds. Core need income thresholds 
are the eligibility income levels for NHA social housing programs. 


Renter Household Types: 

Renter households are either classified as a non-family household which 
includes households of one or more unattached persons or family 
households which include at least one economic family. An economic fami- 
ly is defined as a group of related individuals sharing a common dwelling 
unit. Total household refers to all households, family and non-family. 


Maximum Affordable House: 

Maximum price a household could afford based on its income and assum- 
ing a 32 per cent gross debt service ratio to service the mortgage payment 
at the current mortgage rate and a 10 per cent down payment. 


Supply Available: 
The per cent of MLS listings at and below the maximum affordable house 
price. 


Most Prevalent House Type: 

The house types most often listed in the supply of listings. The house 
types are not exclusive of other house types that could also be included in 
the supply available. 
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AFFORDABILITY INDICATOR (page 8) 


Potential First-Time Home Buyer: 
All income earning renter households, distinguished as either family or 
non-family, between the ages of 20 and 44, including core need. 


Average Starter House Price: 

The average starter house price is that of the NHA insured home which in- 
clude the following house types; single, semi-detached, row, mobile and 
apartment condominium. NHA insured homes are typically purchased by 
young first-time buyers with less than 25 per cent downpayment. The 
price was calculated on the average for each six-month period. 


Property Taxes: 


Property taxes representative of a starter home. Data are from Statistics 
Canada. 


Monthly Mortgage Cost: 

The monthly principal and interest payment associated with the average 
starter home price, assuming 10 per cent downpayment. The required 
mortgage insurance premium has been added to the mortgage balance. 


Heating Costs: 
Average heating costs representative of a starter home. Data are from Ener- 
gy, Mines and Resources. 


Monthly Total Carrying Costs: 
Total of monthly payments required for principal, interest, taxes and heat- 


ing costs. 


Income Required to Carry a Mortgage: 

The income necessary to service the mortgage payments at current interest 
rates assuming a 32 per cent gross debt service ratio. 

Mortgage: 

A three-year term closed mortgage was assumed with a 25 year amortiza- 
tion. An interest rate of 13.5 per cent was used for the first half of 1990 and 
12.5 per cent for the second half of 1990. 

19290) 
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COSTS AND INCOMES FOR AFFORDABILITY INDICATOR 


AVERAGE MONTHLY INCOME 


STARTER | _ MONTHLY TOTAL REQUIRED 
CENSUS HOUSE MORTGAGE ANNUAL ANNUAL CARRYING TO CARRY 
METROPOLITAN | PRICE | COST TAXES HEATING COST MORTGAGE 


AREAS (CMA) | $ $ $ $ $ $ 


JUL-DEC JAN-JUN | JUL-DEC JAN-JUN | JUL-DEC JAN-JUN | JUL-DEC JAN-JUN | JUL-DEC JANJUN |JUL-DEC JAN-JUN 
1990 1990 1990 1990 1990 1990** | 1990 1990 1990 1990 ** 1990 1990 ** 


Victoria '121,330 118,940 | 1,193 1,249 | 1,916 1,845 | 930 710 |1,430 1,462 |53,620 54,810 
Vancouver 134,850 142,360 | 1,311 1,468 | 1,860 1,803 | 410 1,500 1,653 |56,260 61,980 
Edmonton 86,240 85,270; 849 895 | 1,811 1,695 | 450 1,037 1,074 |38,900 40,270 
Calgary 101,190 104,690 996 1,099 | 1,814 1,70 1,184 1,283 44,390 48,120 
Saskatoon 64500 63,920 635 671 | 1,428 1,405 801 836 |30,050 31,340 
Regina 57,670 59,910 568 09 | 1,657 1,589 |e 752 808 | 28,220 30,300 
Winnipeg 63,310 64,020 ! 672 | 2,189 1,973 861 890 |32,300 33,370 
Thunder Bay 0.880 84,430/ 796 Se 1,520 1,383 984 1,062 |36,890 39,840 
Sudbury | 85,020 85,940 | 837 902 | 1,637 1,422 | 70 1,079 |38,690 40,470 
Windsor 84,420 84,550 831 888 | 1,598 1,566 1,061 |37,840 39,800 
London 113,360 110,380 | 1,684 1,518 | 5 1,333 48,950 49,980 
Kitchener | 129,780 135,280 | 1,402 1,929 1,715 1,593 |55,380 59,730 
St.Catharines-Niagara | 99,160 98,170 1,081 1,593 1,429 1,193 |43,200 44,740 
Hamilton 127,860 130,830 : 2,057 1,811 | 1,558 | 55,110 58,440 


Toronto 179,640 192,030 | 2,203 2019 2,148 (72,530 80,540 


i 


Oshawa /143,750 151,950 | 1,930 15750 e550 1,750 |59,840 65,610 
Ottawa -|117,730 115,970 | 2,561 2,369 | 1,467 |53,400 55,000 
Hull | TO 01G (600.3 » | 1,815 1,700 1,034 |37,780 38,780 
Montréal | 89,940 89,140 | 885 Gm 21155 1298271 1,173 |42,870 43,970 
Trois-Rivieres 09,6002 850,560 0huee 61 Hol0/- 71:368 | 29,970 30,350 
Sherbrooke 62,730 66,760 1518 1,054 30,960 33,360 
Québec 68,380 66,330 | 1,847 1,706 34,360 34,540 
Chicoutimi-Jonquiére 55,030 57,990 5 1,328 1.215 27,930 29,850 
Saint John | 61,640 63,350 | 810. 782 29,070 30,290 
Halifax 81,640 84,100 3° | -1,438° 1,350 37,970 39,860 
St. John’s 72,300" 68,7102) 27, 893 = 881 33,600 32,840 
REE 61,110 58,950 | 961 927 28720 28,950 


Canadians 


A s a group, Canadians 55 and 
older are increasing three 
times faster than the rest of 
_ the population. For the housing in- 
dustry, older adults have different 

_ needs than younger adults. They 

_ are also less mobile, which makes 

_ them less likely to buy or rent dif- 

_ ferent accommodation. However, 
given the sheer size of this age 

_ group in the future, it will make its 
_ presence known and demand hous- 
_ ing products that were not com- 

_ mon ten years ago. Trends in the 

| late 1970’s and early 1980’s have 

_ left most older Canadians more af- 
fluent and in a better position to 

_ buy housing more suited to their 

_ changing lifestyles. The following 

_ is an overview of these economic 

_ and demographic changes as they 
_ affect Canadians and housing 

_ markets. 


| Older Canadians Growing 
_ More Affluent 


| On average, incomes of older 

_ Canadian households, or house- 

| holds with heads 55 and over, are 
| up 29 per cent in real terms since 

_ the early 1970’s. Their average in- 

' comes rose from $25,200 in 1974 to 
$32,400 in 1989, in 1989 dollars. Pen- 
sions were up from $600 to $3,800 
in real dollars, government transfer 

_ payments were up from $4,500 to 
$8,100,.and investment income was 

_ up from $2,800 to $4,000. Earnings 

_ declined in importance relative to 

_ total incomes because seniors are 
retiring sooner. The labour force 


CMHC Market Analysis Centre 


Housing Demand of Older 


participation rate for persons 65 to 
69 dropped from 46.5 per cent in 
1966 to 18.4 per cent in 1986 for 
men and from 10.9 per cent to 7.1 
per cent for women. 

Average real incomes among 
households with heads aged 55 to 
64 rose 29 per cent from $33,000 to 
$42,600 in 1974-1989. For heads 65 
to 69, household incomes rose 35 
per cent from $21,700 to $29,300. 
This group saw the greatest gains 
in 1980-85 when high interest rates 
boosted pension and investment in- 
comes and lagged afterwards when 
low interest rates in 1985-88 had a 
reversed effect. Ontario had the 


SOURCE: Statistics Canada HIFE Surveys 1974-89 
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highest average income for older 
households, $37,500 in 1989. It also 
showed the steadiest income 
growth throughout the 1980’s due 
to the province’s economic pros- 
perity at the time. Income growth 
was strongest in the Atlantic region 
where it rose 51 per cent between 
1974 and 1989, although the size of 
this increase is most likely because 
of an increase in the number of in- 
come earners per household. 
Older Canadians who owned a 
house throughout the 1980’s have 
had the added benefit of large 
home equity gains. With inflation 
falling below five per cent after 
1983 and home values continuing 


\ to appreciate in many regions by 


ore than ten per cent yearly until 

989, many elderly homeowners 

ow possess a sizeable real estate 
asset. The average home equity for 
older homeowners increased by 
about 79 per cent to $89,100 in 1988 
from $49,890 in 1972 when measured 
in 1988 dollars. This is based on 
householder’s estimates of the 
value of their own homes and 
mortgages. Average equities among 
older homeowners were highest in 
Ontario ($120,200) and British 
Columbia ($81,100) and lowest in 
the Atlantic region ($48,300) in 1988. 


Elderly Increasingly Mobile 


A total of 248,200 households 
with heads aged 55 and over 
moved in 1988, up 56 per cent from 
159,400 in 1982. This greatly ex- 


ceeded growth in continued on page 6 
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Local Indicators Point to Weak 
Housing Markets 


AY s the Canadian economy 
AL entered a recession in the 
second quarter of 1990, 
economic and housing activity 
weakened in all census metropolitan 
areas. This overall weakness is ex- 
pected to continue in most markets 
in the first half of 1991, but in most 
centres the housing sector is ex- 


_ pected to lead the recovery in the 
_ second half of the year. Housing 


market recovery will be spurred by 
declining mortgage interest rates 
and increased consumer confidence 
resulting from improved labour 


_ markets. The following outlook for 


local markets in 1991 is based on 


_ forecasts of key economic and hous- 


ing market indicators shown in the 
table on pages four and five. 


be etit HiOst centres 
the housing sector 
is expected 
to lead 
the recovery ... 


New Home Market 


The total number of starts for 
Canada in 1991 is forecast to be 


| 152,000 units, down 16 per cent 
| from the 181,630 units started in 


1990. Starts will increase 20 per cent 


- to 182,000 units in 1992. While 1991 


starts of 152,000 will be the lowest 
level since 1985, starts will remain 
above the levels recorded during 
the 1981/82 recession. Although 
lower levels of both single-detached 


_ and multiple unit starts will con- 


tribute to the decline, a sharp drop 
in multiples, particularly con- 
dominium unit starts, will be a 
major factor. 
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The level of housing activity will 
remain weak throughout the first 


| half of 1991 before recovering 
_ during the second half of the year. 
_ The recovery will be gradual as a 


result of high debt loads, rising un- 


| employment, high inventories and 


consumer uncertainty. Although 
the recovery will be dampened by 
the preceding factors, it will not 


| take as long as the period following 


the 1981/82 recession before hous- 


__ ing starts reach levels consistent 
| with annual housing requirements 


of around 200,000. 


Resale Activity 


Sales of existing units will begin 
to recover prior to house building 
activity and consequently are 
forecast to increase by a modest 


_ two per cent in 1991 compared to a 
| further decline in new construction. 
| Price increases will be modest over 


the forecast period, averaging ap- 
proximately five per cent. 

Weak demand and excess supply 
will limit price increases in most 


| provinces during the next two 
_ years, although there will be a few 


exceptions. Both Alberta and New- 
foundland, fuelled by above 
average growth, will lead the 


_ country with prices increasing by 
| approximately eight to nine per 


cent. Most other provinces are ex- 


| pected to post gains in the range of 
| one to seven per cent. It will likely 


be the second half of 1991 before 


_ the sales-to-listing ratios increase 


sufficiently to restore balanced 
market conditions in most metro- 
politan areas. 


Starts to Decline in B.C. 
Markets 


In spite of the national recession 
which began in 1990, Victoria and 
Vancouver reported some of the 
highest growth in employment at 
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2.6 per cent and 3.6 per cent respec- 
tively. Positive employment growth 
will continue in 1991, although at a 
much slower pace. In BC’s two 
metropolitan areas, the housing sec- 
tor weakened significantly in the 
second half of 1990 because of the 
weaker economic growth and 
higher interest rates. The lower 
demand for housing and high in- 
ventories resulted in starts drop- 
ping about 20 per cent in both 
centres and resales falling 24 per 
cent in Victoria and 40 per cent in 
Vancouver. In Victoria, the resale 
market will continue to be weak in 
the first half of 1991 before heading 
towards a recovery in the second 
half of the year. However, the 
recovery will not be strong enough 
to post positive annual changes in 
resales. In Vancouver, the resale 
market will start recovering in the 
second quarter and resales are ex- 
pected to have increased about 12 
per cent by the end of the year. The 
recovery of the new housing market 
will be slow because of weaker 
economic conditions, a large un- 
sold inventory of condominiums 
and reduced migration. Starts are 
forecast to fall by as much as 38 per 
cent in Victoria and 33 per cent in 
Vancouver. Prices for new and exist- 
ing houses are expected to decline 
in both metropolitan centres on the 
West Coast as weak housing markets 
allow for price corrections in 1991 
after having experienced strong in- 
creases in 1990. 

Vacancy rates are expected to ease 
in both Victoria and Vancouver as a 
result of reduced migration and an 
increase in supply of rental units. 


Strong Prairie Resale Market 


On the Prairies, different levels of 
economic growth are foreseen for 
1991, ranging from moderate to 


slow growth. continued on page 3 
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Accordingly, housing indicators 
will show only partial signs of 
recovery. 

In 1991 the economy is expected 
to be the strongest in Calgary and 
Edmonton with employment 
growth of around 1.5 per cent as a 
result of investments in natural 
resource related sectors such as oil 
exploration, drilling activities, 
natural gas pipeline expansions 
and forestry projects in the province. 
Winnipeg, Regina and Saskatoon 
will, however, experience limited 
employment growth. Uncertainty 
combined with weak demand for 
Manitoba’s export products and a 
continuing weak agriculture sector 
in Saskatchewan will produce few 
job opportunities in 1991 thereby 
maintaining the low demand for 
housing. 

Housing starts are expected to 
decrease in 1991 in all Prairie 
metropolitan areas with the excep- 
tion of Saskatoon which recorded a 
16 per cent drop in 1990. Resale 
markets are expected to recover in 
the second half of the year with all 
areas forecasting higher sales 
volumes of existing housing for the 
year. The stronger economic 
growth in Alberta will stimulate 
demand for housing and prompt 
relatively high price increases for 
both new and existing homes, rang- 
ing from seven to eight per cent. In 
Saskatoon, single new house prices 
are forecast to increase by as much 
as six per cent reflecting the fact 
that the new houses are targetted 
essentially to move-up buyers. In 
Regina and Winnipeg, prices for 
new homes will increase by ap- 
proximately two per cent and 
resale prices will show slight 
declines. 

Vacancy rates will improve in 
both Saskatchewan’s and 
Manitoba’s metropolitan areas as a 
result of a decrease in out migra- 


tion combined with a reduced num- 
ber of rental projects being com- 
pleted. However, these markets 
will continue to be in an oversup- 
plied position this year. In Alberta, 
demand will continue to outpace 
supply during the first half of 1991 
and result in vacancy rates of less 
than two per cent. 


Weak Housing Demand in 
Ontario 


Ontario’s economy slipped into a 
recession in the third quarter of 
1990. The decline is expected to last 
five quarters, with positive growth 
not occurring until the fourth 
quarter of 1991. Declining real in- 
vestment expenditures and 
reduced levels of exports and con- 
sumer spending have combined to 
produce the current recession. As a 
result, limited employment oppor- 
tunities and higher unemployment 
are expected to continue in all 
metropolitan centres in 1991. 


... stronger economic 
growth in Alberta 
will stimulate 
demand 
for housing... 


In spite of a continuing decline in 
interest rates, the demand for hous- 
ing will be weak. Housing starts, 
resales and house prices are 
forecast to post either declines or 
very modest increases in most 
CMA’s in the province. In Toronto, 
the resale housing market is al- 
ready leading the recovery, and 
sales are expected to post an overall 
increase of one per cent for the 


year. Starts, however, will decline 
about 10 per cent because of the 
current over supply of condomin- 
iums. Prices will not recover suffi- 
ciently in the last half of this year to 
post overall increases. 

Vacancy rates in Ontario’s 
metropolitan areas are expected to 
ease further at least during the first 
half of 1991 as a result of slower 
growth of households in the young 
age groups. Most of the markets 
will record rates above one per 
cent, except Ottawa and Sudbury 
where they will remain below one 
per cent. 


Québec Housing Markets to 
Decline 


Despite lower sales and starts ac- 
tivity, prices remained relatively 
firm in Québec housing markets in 
1990. However, declines are ex- 
pected in 1991 as job creation 
weakens and unsold inventories 
remain high. 

In Montréal, job opportunities 
will be fewer as total employment 
is expected to fall by 2.0 per cent. 
Employment growth in other 
metropolitan centres will either be 
somewhat weak or negative as in 
the cases of Trois-Rivieres and 
Sherbrooke. The housing market, 
will contract in 1991 with starts 
decreases ranging from 9.6 per cent 
in Chicoutimi to 27 per cent in 
Trois-Rivieres. 

Resale activity is also expected to 
be lower in 1991 with declines rang- 
ing from 3 per cent in Montréal to 
15 per cent in Sherbrooke. Weak 
demand will be due to low con- 
sumer confidence and high un- 
employment caused by a downturn 
in economic activities. Moreover, 
the high level of debt of Québecers 
will induce consumers to be 
cautious in 1991, especially after 
the introduction of a new provin- 


cial sales tax on continued on page 8 
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Economic and Housing Market Indicators 


CENSUS 


METROPOLITAN 


AREAS (CMA) 


Victoria 


Vancouver 


Edmonton 


Calgary 


Saskatoon 


Regina 


Winnipeg 


Thunder Bay 


Sudbury 


| Windsor 
London 


Kitchener 


1989 
1990 
1981 
1989 
1990 
18975 


1989 | 


1990 
1991 
1989 
1990 
1991* 
1989 
1990 
1991" 
1989 
1990 
1991" 
1989 
1990 
1991° 
1989 
1990 
1991* 
1989 
1990 
igo 
1989 
1990 
1991* 
1989 
1990 
1991* 
1989 
1990 
1991* 


| 


| 


St. Catharines-Niagara 1989 


Hamilton 


RAGE oO UR 


1990 
1991" 
1989 
1990 
1991 


122,000 
125,170 
125,500 
761,580 
789,170 
797,000 
364,000 
367,000 
373,000 
357,000 
360,570 
365,600 

85,000 

85,000 

85,000 

89,800 

90,600 

90,000 
309,000 
311,000 
313,000 

61,000 

62,700 

61,500 

60,900 

61,300 

60,900 
127,000 
123,000 
121,000 
165,000 
160,000 
158,500 
181,750 
177,000 
174,000 
140,200 
151,100 
148,700 
312,000 
317,000 
311,000 


TOTAL 


HOUSING 
STARTS 


3,247 
2,988 
1,600 
21,834 
17,970 
12,000 
4817 


52i | 
5,600 


6,228 
7,004 
6,700 


488 
410 
450 


597 
471 
400 

2,977 

2,147 

1,750 
510 
629 
670 

1,344 

1,468 

1,000 

1,676 

1,588 

1,321 

4.634 

2,905 

2,413 

4,362 

2,981 

2,950 

3,572 

2,506 

2,130 

4,183 

2,969 

2,800 


20.3 


38.2 


“47.1 
-33.2 


22.9 


“0.4 


12.5 
4.3 


-16.0 


9.8 


“21.1 
=10,1 


27.9 


185 


23.3 
6.5 


a2 


31.9 


-5.3 
-16.8 


313 
16.9 


“31.7 
“1.0 


-29.8 
-15.0 


-29.0 
7 


SINGLE 


177,000 


219,000 
202,000 
215,000 
288,000 
260,000 


| 139,000 | 
159,680 | 149 | 
(2 


142,330 
176,540 
188,900 


Wes, 
123,400 | 58 
- 130,800 


117,800 
122,380 
124,830 


122,500 
152,220 
179,760 
207,090 
151,200 


150,000. 
150,000 


160,090 
195,950 
198,000 
196,770 
227,430 
245,000 
171,590 
248,570 
230,000 
173,650 
199,040 
190,000 
240,050 
268,470 
250,000 


C M.AEG 


24.0 


8000 Sst—ia 
120,000 


18.1 
15.2 


08 
0.0 


22.4 
1.0 


15.6 
77 


44.9 
“7.0 


14.6 
45 


11.8 
-6.9 


| 797 
6,080 283 
5850 | 3. 


NUMBER 
OF MLS 


SALES | % 
(RES.) | CH 


47,722 
£8,166. \-37 
32,200 


-15.6 


3,949 | -25.6 
4000 | 13 
67 
5,466 | -19.3 
5,400 | -1.2 
5,190 

3,501 | -32.5 
3,500 | 0.0 
3,545 | 
2.275 | -35.8 
2400 | 55 
11,224 

7,116 | -36.6 
7,500 | 54 
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3 | 103,000 


| 136,25 


SINGLE 
MLS 
AVERAGE 


PRICE 
$ 


244,190 
267,800 


127,000 
137,0 


72,340 
71,420 
72,800 


94,740 
101,990 
106,580 


97,610 
104,840 


154,710 
159,720 


154,000 | -3.6 | 
10 
134,390 | 11 
138,500 | 3.4 


163,250 
165,000 
157,500 


248,000 


111,840 
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0.4t 
0.9t 
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Economic and Housing Market Indicators (cont'd) 


SINGLE 
NEW 


SINGLE 3 UNIT 
MLS STRUCTURES 


NUMBER 


CENSUS TOTAL HOUSE OF MLS AVERAGE VACANCY RATES 
METROPOLITAN HOUSING PRICE % SALES | % APR. | OCT. 
AREAS (CMA) STARTS $ CH (RES.) | CH % % 


Oshawa 1989 99,000 236,000 186,020 0.8 
1990 102,000 223,800 165,370 | -11.1 156. 11.8 


1991" 100,000 209,000 160,000) 3.2" 1.54 1.2 


97,000 
1990 99,000 


108,700 
125,220 


93,650 
98,320 


100,000 130,230 101,260 5.0 | 46 

Bee a _ aa Var 
oo 

, 56 

| 54,330 75,000 69,000 57 | 53 

: 1990 | 52,920 76,500 69,500 | 07| 61 | 76 

| 52,215 78,000 6.6 | 66 

| 79,340" 69 | 85 
| . 73 | 97 | 
1989 | 282,000 87,120 80,700 At 4s 

1990 | 294,000 91,000 81,600 | 111 41 | 57 

297,000 97,000 81,600 | 00; 45 | 45 

1 60d 

| 000 a2 5 

| got} $9,000 90,000" 45 | 60 

| 1989 | 51,000 90,630 43 | 38 

| 1990 | 54,000 95,680 80,700 | 23] 39 | 41 

55,000 100,000 84,750 | 5.0] 38 | 36 

5 00 105,600 | AA | 33 

00 109,750 | 39] 41 | 35 

1,000 12 39. 41 | 46 

St. John’s 70,600 119,500 83,270 7.3 | 47 

73,900 122,500 98940 | 68| 46 | 18 

75,500 1 | 131,000 97,000'| Ok: =. 29..1 26 

54,000 | o 1,530 40 | 30 

5,000 69690 | -26| 55 | 30 

55,000 72000 | 33| 60 | 43 


* Forecast 


t Six units and over 

¢ Other source than MLS Boards. 

+# CMA is not used due to data limitations. Data refer to the province except for Vacancy Rates and single new house price which apply to Charlottetown. 
SOURCE: CMHC and MLS Boards 
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continued from page 1 the number of 
older households, which rose 17 


per cent from 2,706,800 to 3,163,800, 


and indicates a marked increase in 
mobility among older Canadians 
through the 1980’s. Much of this 
was due to stronger real estate 
markets in most regions which in- 
creased opportunities for people 
selling their homes before buying 
or renting another. 


Household and Mobility by 
Elderly Canadians 55 - 64 
(000s) 


BUYERS 


RENTERS 


SOURCE: Statistics Canada HIFE Surveys 1983-89 


The mobility rate, or percentage 
of older households moving in a 
year, was up from 5.9 per cent to 
7.8 per cent between 1982 and 1988. 
The highest mobility rate in 
Canada was in British Columbia 
where it increased from 7.8 per cent 
to 11.2 per cent. The increase in 
mobility rates was weakest in the 
Atlantic and Prairie regions, which 
had the least dynamic housing 
markets in the late 1980’s. House- 
holds in all age groups became 
more mobile in the 1980's, so that 
older households remained about 
half as mobile as the general 
population. 

Of the 248,200 households with 
heads 55 and over that moved in 
1988, an estimated 17,400 moved 
into a different province based on 


| 


moving patterns in 1981-86. The 
strong homebuying market among 
older British Columbians is at least 
partly linked to the high number of 
older Canadians moving to that 
province after retirement. Trends 
show that climate and area amenity 
are important factors in relocation. 
As expected, British Columbia had 
the most net senior migrants in 
1981-86, i.e., 4,035 persons or 800 
yearly aged 65 and over. More 
retirement communities have been 
developed in that province than in 
other parts of the country. Areas of 
rapid growth include the 
Okanagan Valley and parts of Van- 
couver Island where the senior 
population is approaching 20 per 
cent as a result of this influx. This 
65+ population is the fastest grow- 
ing, increasing by 4.4 per cent year- 
ly. B.C. bound movers originated 
from all regions except the Atlantic 
Region. In Ontario, which is the 
second most popular destination, 
most movers originated from 
Quebec. 


Most Older Renters Who 
Move, Move Into Apartments 


Of the 248,200 households with 
heads 55 and over that moved in 
1988, 153,400 or 62 per cent moved 
into rental accommodation. Of 
these, 80 per cent moved into apart- 
ment units. About 34,400 or 22 per 


cent of the 153,400 renters owned 
their previous dwellings, down 
from 26 per cent in 1982. This indi- 
cates a trend away from cashing in 
home equity by moving into rental 
housing as older Canadians have 
grown more financially secure. Yet, 
Ontario which had the fastest 
rising house prices in 1988 also had 
the highest incidence of older 
movers who owned their previous 
dwellings. This indicates that in 
fast selling real estate markets, 
older homeowners may cash in 
their home equity sooner. Ap- 
proximately 14,900 or 32 per cent of 
older households that moved in On- 
tario owned their previous dwell- 
ing in 1988, up from 28 per cent in 
1982. 


Homebuyers Looking More to 
Condominiums 


Of the 248,200 households with 
heads 55 and over that moved in 
1988, about 94,900 bought homes, 
up 110 per cent from 45,200 in 1982. 
This indicates a burgeoning "empty- 
nester'" market in the late 1980’s. Of 
the total buyers, 69 per cent were 
previous owners while 31 per cent 
were previous renters. The most 
popular products were single 
detached houses, which made up 
58,900 or 62 per cent of purchases, 
and condominium apartments 


which made up continued on page 7 
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Percentage of Elderly Households Moving by Region 


Atlantic 


Canada 
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[| 1982 1088 


SOURCE: Statistics Canada HIFE Surveys 1983-89 
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continued from page 6 17,100 or 18 per 
cent. Condominium apartments as 
a proportion of homes bought by 
older Canadians, was up from 13 
per cent in 1982 to 18 per cent at the 
expense of detached houses. This is 
due to rising land prices and a 
growing recognition of the lifestyle 
advantages of this product for 
older home buyers. Condominium 
apartments were particularly 
popular in larger centres with 
populations above 500,000, i.e., in 
markets with the highest land 

costs. Eighty per cent of con- 
dominium apartments sold to older 
buyers (14,100 units), were sold in 
these larger centres. Condominium 
apartments were especially popular 
for the oldest buyers, and 10,000 
condo apartment buyers were 65 
and over. 


Buyers 55 and up by Year 
| and Product Choice (000s) 


100 


1982 1984 1986 1988 


BB Townhouse 
iby Others 


HB Detached 
__| Condo Apt. 


SOURCE: Statistics Canada HIFE Surveys 1983-89 


Proportionally more condomin- 
ium apartments were sold to older 
buyers in Ontario. The 10,500 units 
sold in Ontario in 1988 constituted 
62 per cent of the units sold to 
people 55 and over across Canada. 
This is due to the influence of the 
large Toronto market where single 
family ownership is relatively less 
affordable. 
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The Impact of Older Canadians 
on Housing Markets 


The proportion of Canada’s 
market taken up by buyers 55 and 
over grew from 14 per cent of the 
320,000 home sales in 1982 to 18 per 
cent of Canada’s 534,000 home 
sales in 1988. The largest gains oc- 
cured in British Columbia and On- 
tario where older buyers bought 
over 20 per cent of all homes sold 
in 1988 (up from 14 per cent in 1982 
in Ontario). By contrast, older 
buyers in other regions took up less 
than 13 per cent of sales. Older 
homeowners in B.C. and Ontario 
have the largest home equities, 
providing more purchase funds for 
active pre and post retirement 
homebuying. As a result, condo- 
minium demand in both provinces 
tipped in the direction of elderly 
buyers who occupied 33 per cent of 
this market in Ontario and 47 per 
cent of the market in B.C. in the 
1980's. By contrast, older buyers 
only had an 18 per cent market 
share of this market in Quebec 
where condominium apartments 
were dominated more by younger 
first-time buyers. There is a definite 
long term demand for condominium 
apartments which meet the require- 
ments of older buyers in larger B.C. 
and Ontario markets. 


Homeownership Market by Older 
Canadians in its Infancy 

Older Canadians will continue to 
make up a larger part of our 


population, and market oppor- 
tunities among older buyers are ex- 
pected to increase for builders and 
real estate brokers. The proportion 
of persons 65 and over will rise 
from about eleven per cent today to 
15 per cent in 2011 and 23 per cent 
in 2031. While demand growth for 
housing products from buyers 55 
and over will strengthen in the 
1990’s due to increased pension in- 
comes, the strongest growth in 
demand will commence after the 
year 2000 when the the large post- 
war "baby boom" generation starts 
reaching the age of 55. 

For now, the period of most rapid 
growth in this century has already 
occurred for the population 65 and 
over. It grew by 3.5 per cent annual- 
ly between 1976 and 1991, and the 
rate of growth is now expected to 
fall back to 2.5 per cent because of 
the smaller number of persons in 
the current 55-65 age group. 

The growth rate of the 55-65 age 
group will increase only slightly 
from 0.5 per cent in 1986-91 to 0.8 
per cent in 1991-96. Thereafter, it 
will accelerate to 2.8 per cent an- 
nually in 1996-2001 and 4.5 per cent 
in 2001-06 because of the sizable 
post-war baby boom generation 
reaching this age level. 

Builders or promoters entertain- 
ing a project for the elderly market 
should fully understand that 
market before undertaking a 
project. Most seniors’ advocates 
warn that seniors are extremely 
cautious and slow continued on page 8 | 


Buyers 55 and up by Region — 1988 (000s) 


Canada Atlantic + Québec Ontario Prairies B.C. 

Product Choice 
Detached 58900 3500 9600 25300 7400 13100 
Condominium Apt. 16900 100 2300 10500 800 3200 
Townhouse 5200 100 300 2900 400 1500 
Others 13900 700 1200 5700 1600 4600 
Total 94900 4400 13300 44300 10300 22500 


SOURCE: Statistics Canada HIFE Surveys 1989 
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continued from page 7 to change. This 


_ market is highly cyclical and hinges 


on local real estate market condi- 
tions. A careful market analysis 
review of project viability and a 


_ detailed marketing plan is highly 
_ advisable before any development. 


1991. 


New Tenancy Options for the 
1990’s 


A number of factors are expected 


_ to encourage older Canadians to 
| purchase homes in the 1990s. New 


forms of residential tenancy have 
been introduced to increase buyer 
options and fill the price gap be- 


| tween condominiums and rental 
| projects. These include resident 
| funded co-operatives and non 


profit arrangements which tap into 
community groups and defray con- 
dominium marketing costs. To 
date, projects have been developed 
in Vancouver, Winnipeg, Toronto 


_ and Regina. Other new arrange- 
_ ments being promoted by CMHC 


include "life tenancy", where the 
purchase is limited to the 
occupant’s life span, and "shared 
equity", where the builder and oc- 
cupant share the costs and benefits 
of home equity. It is hoped that 
these ideas will successfully com- 
bine community living and security 


| of tenure at a reduced cost. 


Ea ea eee 
New housing 


options 
to assist older 
buyers. 


Better health conditions and 
provincial initiatives to care for the 


elderly at home are expected to 
reverse a long term trend to institu- 
tional living, eg. seniors in retire- 
ment and nursing homes. After 
rising for several decades, the rate 
of institutionalization has apparent- 
ly started a decline, with the 
proportion of 80-84 year old 
females in institutions down from 
18 to 17.2 per cent between 1981 
and 1986, and the number of males 
down from 12.2 to 11.8 per cent. 

To help older buyers with home 
equity to "stay in place" new 
products are being introduced such 
as reverse mortgages, that permit 
homeowners to take out equity for 
home repairs or living costs. These 
include sale plans such as life estate 
arrangements and sale leasebacks 
which involve the outright sale of 
the home to an investor with 
provisions for lifetime possession. & 


continued from page 3 services, furni- 
ture, clothing and shoes. However, 
the provincial program "Mon taux, 
mon toit", which offers a lower in- 
terest rate for new houses and 
municipal programs aimed at 
reducing property taxes for new- 
comers, should stimulate housing 
sales activity in the second half of 


As a result of the weak economic 


| growth and housing demand in the 


first half of 1991, overall prices for 
the year will be low, varying from 
no growth to about 6.6 per cent for 
new and existing houses. Only 
Sherbrooke will experience a sharp 
decline in both housing starts and 
resale activity. 

Vacancy rates will continue to 
remain relatively high due to the 


_ continued trend towards home- 


_ ownership, decreased employment 


opportunities for young workers 
and the large numbers of residen- 
ces for the elderly. In October 1991, 


_ vacancy rates will range from 4.5 
_ per cent in Québec City to 8.8 per 
_ cent in Sherbrooke. 
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Housing to Lead Recovery in 
Atlantic 


With the exception of New- 
foundland, local markets in the At- 
lantic provinces will experience 
weak economic growth throughout 
1991. However, the housing sector 
is expected to lead the overall 
recovery and start improving in the 
second half of 1991. 

The spin-off effects of the Hiber- 
nia project in Newfoundland will 
offset the impact of the national 
recession in St. John’s. Total 
employment is expected to grow in 
1991 by 2.2 per cent. This situation 
will benefit the housing market as 
starts are forecast to be above 1989 
and 1990 levels. Resale activity is 
expected to rebound after last 
year’s small decrease. Consequent- 
ly, house prices are expected to in- 
crease by as much as nine per cent 
for new houses and 6.9 per cent for 
existing ones. 

In the other Atlantic Provinces 
weak employment growth is ex- 
pected in Saint John and stagnation 
in Prince Edward Island (PEI) and 
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in Halifax. This combined with an 
oversupply of housing will result 
in a decline in both starts and 
resales. A reduced number of multi- 
ple projects in PEI and to a lesser 
extent in Saint John will be largely 
responsible for the lower number 
of starts in 1991. In PEI, resales will 
increase due to activities generated 
by the closing of the military base 
in Summerside and limited con- 
struction of new units. 

New and resale house prices are 
expected to grow moderately at 
around three to five per cent in 
Saint John and Halifax. New house 
prices will decrease in PEI as a 
result of the weak demand. Resale 
house prices are expected to in- 
crease by about three per cent. 

Vacancy rates are forecast to 
decline in all Atlantic metropolitan 
areas. Reduced out migration of 
renters because of higher un- 
employment levels in central 
Canada and fewer rental comple- 
tions are the main factors contribut- 
ing to the reduction in vacancy 
rates. @ 
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he decline in mortgage interest 
al rates combined with increases 

in the average household in- 
come between December, 1990 and 
June, 1991, helped to improve affor- 
dability in all metropolitan areas 
(CMAs) during the first half of this 
year. However, because changes in 
house prices varied by CMA, the mag- 
nitude of the improvement in affor- 
dability also varied. 

The decline in interest rates from 
12.5 per cent in December, 1990 to 
11 per cent in June, 1991 for a three 
year term mortgage was significant 
enough to offset price increases that 
occurred in some CMAs during that 
period. Shorter term rates fell fur- 
ther than this, making homebuying 
even more affordable. The CMHC 
affordability indicator, however, 
uses a three year term rate. 

The wide range of change in the 
per cent of renters who can afford a 
starter home was also to some ex- 
tent caused by another factor known 
as the "clustering". Clustering could 
be defined as a larger concentration 
of households in certain income 
level brackets within the income dis- 
tribution. When the income required 
to purchase a starter home is reduced, 
even marginally, the increase in the 
per cent of households who can af- 
ford to buy is proportionally greater 
because of this concentration of 
households. This clustering occurs 
in every CMA and can have a large 
or small effect on affordability, 
depending on how close the cluster 
is to the income required to buy a 


home. continued on page 2 


CENSUS 
METROPOLITAN 
AREAS (CMA) 


Victoria 
Vancouver 
Edmonton 
Calgary 
Saskatoon 
Regina 
Winnipeg 
Thunder Bay 
Sudbury 
Windsor 
London 
Kitchener 
St. Catharines-Niagara 
Hamilton 
Toronto. 
Oshawa 
Ottawa 

Hull 

Montréal 
Trois-Riviéres 
Sherbrooke 
Québec 
Chicoutimi-Jonquiére 
Saint John 
Halifax 

St. John’s 
Re 


vA 


FAMILY 
JAN.-JUNE 
1991 


12.5 

24.4 

42.8 

36.4 
475 
47.7 
47.9 
50.8 
35.0 
51.8 
33.4 
24.4 
32.4 
24.6 
21.8 
27.2 
34.8 
43.7 
39.8 
42.4 
40.1 
51.0 
50.6 
43.5 
42.4 
44.4 
52.6 


FAMILY 


JULY-DEC. 


1990 


124 
17.1 
35.1 
30.3 
39.9 
44.9 
415 
47.3 
29.5 
42.7 
20.5 
11.3 
21.4 
15.6 
13.0 
11.3 
28.4 
36.3 
28.8 
33.5 
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Helping to house Canadians 


Canada 


NON- 
FAMILY 
JAN.-JUNE | JULY-DEC. 


1991 


4.7 
114 
26.5 
22.9 

378 
39.9 
33.8 
31.7 
22.0 
39.7 
17.8 
13.3 
20.9 
11.6 
12.0 
16.4 
19.3 
29.1 
20.1 
26.4 
007 
29.7 
39.9 


* CMA is not used due to data limitations; see Affordability Table page 5. 
SOURCES: CMHC, Statistics Canada 


NON- 
FAMILY 


1990 


4.5 
7.6 
19.4 
18.1 
29.4 
37.0 
27.0 
28.0 
18.2 
28.2 
8.8 
69 
lie 
fa 
73 
7.3 
die 
22.5 
Wes) 
18.0 
18.6 
18.4 
32.9 
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Percent of Renters Who Can Afford To Buy A Hoi 


MARKETS 


Affordability Improves in 
CMAs in First Half of 1991 


July 


{ ave 19 1991 


Pane 


1991 


wD} 
OQ 


TOTAL 
JAN.-JUNE 
1991 


9.0 
17.9 
35.8 
30.2 
42.9 
441 
41.4 
44.0 
31.0 
47.0 
26.5 
20.3 

28.4 
19.6 
al 
24.1 
27.8 
38.8 
37 
36.5 
33.0 
42.3 
48.0 


- TOTAL 


JULY-DEC 
1990 


8.6 
12.4 
28.4 
24.7 
34.9 
41.2 
34.8 
40.4 
26.0 
37.0 
15.3 

a 
18.2 
12.3 
10.7 
10.3 
22.4 
31.7 
22.1 
27.8 
28.0 
29.5 
40.8 
32.5 
29.8 
40.4 
41.8 


Ee ata 


NHA 6354 CHM-—91C 


continued from page 1 Consequently, 
even a small decline in interest rates 
may result in a significant increase 
in the number of households who 
can potentially qualify to buy a 
dwelling. 

The greatest improvement in affor- 
dability was experienced in five 
markets where the decline in interest 
rates combined with either stable or 
declining house prices. In London, 
Kitchener, Oshawa, Montreal and 
Quebec City, a large concentration of 
renter households, with incomes 
slightly greater than the income re- 
quired to afford a dwelling, resulted 
in an improvement of about 10 per- 
centage points. Despite this signifi- 
cant improvement in the number of 
renter households that can afford to 
buy a home, London, Kitchener and 
Oshawa remain among the least affor- 
dable markets in Canada because of 
high prices. In Kitchener 20.3 per 
cent of renters could afford to buy a 
house in June, 1991 compared to 9.7 
in December, 1990 while average 
price slightly declined by 2 per cent. 
Similarly, London showed an increase 
to 20.5 per cent from 15.3 per cent 
households capable of buying at the 
end of last year, while the average 
price increased marginally by 0.5 per 
cent. 

In Montreal and Quebec City, the 
per cent who can afford is now reach- 
ing 31.7 and 42.3 per cent respective- 
ly. Although, average prices have not 
declined in these three CMAs, the 
clustering effect of the income distri- 
bution of the renter households con- 
tributed to a significant increase in 
the per cent of renter households 
who can now afford a dwelling. 

Affordability increased to 47.0 per 
cent in Windsor and 28.4 per cent in 
St. Catharines-Niagara making these 
CMA’s the most affordable in Ontario. 
The 10 percentage point increase in 
affordability in these cities occurred 
despite increases in the average 
prices of starter houses. Lower inter- 
est rates combined with increases in 
the average household income 
enabled households to purchase 
higher priced houses which resulted 
in the average price increasing 4.0 
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per cent in Windsor and 5.4 per 
cent in St. Catharines-Niagara. 

In Toronto, prices of homes pur- 
chased by first-time buyers marginal- 
ly declined. Affordability increased 
from 10.7 per cent to 17.7 per cent 
as the income required to purchase 
a starter home decreased from 
$72,530 to $67,130 as a result of 
lower interest rates and an increase 
in the average household income. 


Starter home price 
increases mainly due 
to purchase of high 
priced homes rather 
than a real increase 
in prices. 


Average starter house prices 
went up by as much as 10 per cent 
in six CMAs of Western Canada and 
of Northern Ontario. The rise in 
average prices is explained by a 
number of factors. The recession 
has had a less severe impact on the 
local economies and consumer con- 
fidence. This combined with the 
lower interest rate, which resulted 
in a release in the pent-up demand, 
enabled households to purchase 
higher priced units. In addition, 
sales of starter houses in the first 
half of 1991 were not stimulated by 
provincial incentive programs for 
first-time home buyers in Alberta. In 
spite of this, affordability still im- 
proved. 

In Vancouver, the decline in inter- 
est rates lowered carrying costs and 
prompted households to buy higher 
priced units prior to sustained price 
increases. As a result, the average 
starter house price rose due to 
larger numbers of higher priced 
homes being sold rather than due 
to a real increase in prices. More- 
over, the tight rental market and the 
escalation of market rents have 
prompted some rental households 
to switch tenure. Nevertheless, there 
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was a 5.5 percentage point increase 
to 17.9 per cent of the number of 
renter households able to afford. 
Vancouver is the second least affor- 
dable market in Canada after 
Victoria. 

In Victoria, average prices went 
up by 7.3 per cent for the same 
reason as in Vancouver. However, 
because of the lower average house- 
hold income, affordability increased 
marginally by 0.4 percentage point. 
Despite the decrease in interest 
rates, increasing house prices 
resulted in only a marginal improve- 
ment in affordability to 9.0 per cent 
of renter households. 

In Edmonton and Calgary, the 
increase in average prices was 
caused by a decline in the number 
of houses sold under $100,000 as a 
result of the termination of the 
Alberta Family First-Home Program 
which assisted first-time buvers with 
the down payment. Despite higher 
average prices, affordability im- 
proved in the two CMAs by 7.4 per 
cent and 5.5 percentage points 
respectively. 

In some other CMAs such as 
Winnipeg and Thunder Bay, the rise 
in the average starter price was due 
to a less active housing market in 
the lower price ranges because of 
the recession. Limited job security 
has forced households to spend 
cautiously. Once more, the interest 
rate declines had a stronger effect 
than average price increases and af- 
fordability has improved in the 
three CMAs. 

In the remaining CMAs of the 
country, house price stability com- 
bined with the declining interest 
rates resulted in an improvement of 
affordability from 5 percentage 
points in Sherbrooke to 9.1 in Saint 
John. 

With interest rates close to their 
lowest point in the cycle and signs 
of economic recovery occurring, 
demand for housing has begun to 
recover. As the economy slowly 
recovers, rising house prices, 
although not expected to be sig- 
nificant, will cause affordability to 
deteriorate slightly. m 
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Erratum 


The table on page five titled "Costs and 
Incomes for Affordability Indicator" 
contains an error. 


The July-December 1990 "Income 
Required to Carry a Mortgage" for 

St. Catherines-Niagara should read 43,200 
and not 43,20. 


Government 


Publications 


Marchés de I’habitation 
canadiens de la SCHL 
Juillet 1991 


Erratum 


Le tableau de la page cinq intitulé «Coats 
et revenus utilisés pour l’indicateur 
d’abordabilité» contient une erreur. 


Dans la colonne de juillet 4 décembre 

1990 (Revenu requis pour assumer 
’hypothéque) pour St. Catharines-Niagara, 
le chiffre devrait étre 43 200 et non pas 

43 20. 
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Homeownership Around the World 


n Canada, homeownership is a 

tradition, From before confed- 

eration, Canada was settled by 
immigrants wishing to homestead 
unoccupied land, beginning with 
the French fur trade and the United 
Empire Loyalists. In the 1890's, and 
the 1920's, western Canada was set- 
tled through systems of land grants 
from the government and the rail- 
road. As a result, high rates of 
homeownership have been exper- 
ienced, particularly in rural Canada 
In more recent years, despite ur- 
banization which tends to increase 
the level of renters, the majority of 
urban Canadians also own their 
own home, The 1986 Census of 
Canada reported 62.4 per cent of 
private dwellings were owner— 
| occupied. But, how does Canada 
compare to other countries? 

It is difficult to compare the rates 
of homeownership around the world 
as they are influenced by a number 
of factors, the most obvious being 
| complex government policy and 
| housing finance systems. Further- 
| more, other factors such as the cost 

and quality of the supply of housing 
and land, economic prosperity, pop- 
ulation growth, rates of urbanization 
and cultural values also play impor- 


tant roles in determining the rates of 
homeownership. 

In countries of high economic 
prosperity and wealth, as measured 
by high Gross National Product 
(GNP), high rates of homeowner- 
ship would be expected. This how- 
ever, is not always the case. 

Acute post-war housing short- 
ages in West Germany and limited 
land supply have restricted the 
opportunities for homeownership 
by increasing costs. As a result, post- 
war housing construction has been 
focused primarily on rental tenure 
and, despite the economic pros- 
perity in this country, only 37 per 
cent of homes are owner-occupied. 
The complexity of the mortgage 
banking system and restrictive 
policies, which, for example, re- 
quire low loan to value ratios, have 
combined with high land and house 
costs to limit housing supply and 
restrict homeownership in this 
country. 

Similarly, Switzerland, the country 
with the highest GNP per capita, also 
reports the lowest rate of homeowner- 
ship at 30 per cent (1980). The high 
housing costs, limited land supply 
and complex financial structure have 
created barriers to ownership. Typical 


Per Capita Income Levels and Owner Occupation by Country 


Country GNP per Capita Owner-Occupation 
US$ 1984 % Year 
| | Switzerland 16,330 30 4980 
| | USA 15,390 65 1981 
|| Canada 13,280 62 1986 
|| Sweden 11,860 55 1980 
| Australia 11,740 68 1981 
| West Germany 41,130 37 1978 
Japan 10,630 63 1983 
| France 9,760 51 1982 
United Kingdom: 8,570 62 1985 
ltaly 6,420 59 1981 
Brazil 1,720 60 1970 
|| Peru 1,000 81 4981 
|| Philippines 660 89 1970 
India 260 85 1971 

| SOURCE: Intemational ‘Housing Finance Factbook 1987, Mark Boleat 
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of other industrialized countries, the 
density in the urban centres pro- 
duced high demand relative to sup- 
ply prompting high costs. High land 
costs have discouraged develop- 
ment of new housing needed to ad- 
dress the shortgage of both rental 
and ownership units 

Ironically, the rates of home- 
ownership in developing countries 
are higher than those of industrial- 
ized countries. While most house- 
holds own their own home in these 
poorer countries, the quality and 
size of the homes create housing in- 
equalities. The main factors contribut- 
ing to these disparities are poverty, 
rapid population growth and rapid 
urbanization which are typical of the 
movement towards industrialization 
away from an agricultural economic 
base. 

India is an example of where, 
despite a homeownership rate of 85 
per cent (1971), there is an esti- 
mated undersupply in 1990 of 29.2 
million serviceable homes (National 
Buildings Organizations, Analysis of 
Housing Requirements in India). 
Over 77 per cent of urban house- 
holds lacked exclusive use of drink- 
ing water or access to a toilet. Over 
half of all households live in only 
one room and less than 25 percent’ | 
have more than three rooms. More 
than half of the housing stock is 
constructed with materials such as 
mud, grass, leaves and bamboo. 

Nevertheless, there is a strong 
motivation to own a home in India. 
Mobility is limited and homeowner- 
ship is often inherited. Indians pool 
the capital of the extended family 
units and form cooperatives to ac- 
quire a home. In urban centres, high 
density and land shortages make 
development of the cooperatively 
owned high rise flats a common hous- | 
ing form. Recently, housing finance 
systems have become more stab- 
lished which have increased the op- 
portunities for homeownership 
particularly in the middle-class 

Most other developing far east 
countries 


continued on page 4 
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continued from page 3 experience 
similar rates of homeownership and 
housing quality to India. Japan, by 
contrast, has ownership rates (62.4 
per cent) comparable to western 
industrialized countries reflecting 
Japan's high GNP per capita, Urban- 
ization and limited land supply 
have resulted in a very dense pop- 
ulation and expensive housing. 
However, housing and finance 
policy have produced low and 
stable mortgage rates, and relatively 
small and modest housing to com- 
pensate for the high prices. 

In the United Kingdom, housing 
policy is primarily responsible for 
61.9 (1985) per cent owned accom- 
modation. The rate has increased 
dramatically from 43 per cent in 
1961. Rent controls and security of 
tenure legislation have restricted the 
development of private rental hous- 
ing and since 1979, publicly owned 
rental units have been progressively 
sold off to tenants, contributing to a 
growing proportion of homeowners 
Financing is available for up to 100 
per cent of the purchase price and 
variable mortgage rates have 
prompted households to own their 
own home at a much younger age 
than in most other countries. 

Homeownership rates are gener- 
ally higher in English-speaking in- 
dustrialized countries than in most 
other industrialized countries reflect- 
ing the cultural values. In North 
America, despite the differences 
between the mortgage markets and 
housing policy, the rate of owner- 
occupancy in Canada and the 
United States is virtually the same. 

Both Canada and the U.S. have a 
highly cyclical housing industry. In 
the U.S., this has created some 
problems for the mortgage industry. 
The tendancy to provide long term 
mortgage financing conflicts with 
the short term deposits required to 
fund the mortgages. To respond to 
this volatility of interest rates, 
lenders developed innovative 
mortgage products like adjustable 
rate mortgages (ARM's). The ARM 
permits lenders to reduce the 
spread between deposits and 
mortgages by more closely match- 
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ing the terms, thereby permiting 
lower interest rates, The secondary 
mortgage market is highly de 
oped in the U.S. and securitization 
has also contributed to the supply 
of mortgage funds 

Mortgage interest is tax deduct- 
ible in the U.S. on personal use 
property but this appears to have 
only a marginal impact on the rates 
of homeownership. 

Canadians are well housed, rela- 
tive to many other countries in the 
world, with less than 2.0 per cent of 
occupied housing identified as in- 
adequate. In the post-war period, 
the trend has been to modestly in- 
creasing rates of homeownership 
largely in response to increased 
housing construction and changes 
in the housing finance systems. The 
post-war construction boom also 


resulted in a relatively new housing 
stock. Units completed from 1955 to 
1986 represented over 60 per cent 
of the total 1986 housing stock 

With supply generally meeting 
demand, overall, ownership is affor- 
dable for most Canadians. Mortgage 
financing is readily available to 
potential homeowners as a result of 
a developing secondary mortgage 
market and recent securitization 
The flexibility of mortgage terms. 
which is unique to Canada, has as- 
sisted potential homeowners in 


weathering the more cyclical nature | 
of mortgage rates and house prices 
in the 1980's. While mortgage rates 
influence affordability nationally, 
the rates of homeownership vary 
geographically due to regional 
house prices which reflect varied 
economic bases and performance. 

Despite affordability and supply 
differences, the level of homeowner- 
ship is fairly consistent across the 
country. A notable exception is 
Quebec where less than 55 percent 
own their own homes. The differ- 
ence is historically traced to the cul- 
tural foundations of the French 
society where ownership was not 
valued to the same extent as in 
English Canada 

Relative to most countries, 
Canada has succeeded in achieving 
a very high standard of housing 
quality and rate of homeownership 
with limited government involve- 
ment. Nevertheless, growing urban- 
ization has produced pockets of 
housing shortages that have driven 
prices up. As the Canadian econ- 
omy continues to move away from 
an economy based on natural 
resources and agriculture to a more 
industrialized base, the more con- 
centrated demand will result in 
higher costs in urban centres, limit- 
ing the opportunities for home- 
ownership. @ 
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COSTS AND INCOMES FOR AFFORDABILITY INDICATOR 


AVERAGE MONTHLY INCOME 
STARTER MONTHLY TOTAL REQUIRED 
CENSUS HOUSE MORTGAGE ANNUAL ANNUAL CARRYING TO CARRY 
METROPOLITAN PRICE COST TAXES HEATING COST MORTGAGE 
AREAS (CMA) $ $ $ $ $ $ 
YAN-JUN — JUL-DEC | JANJUN — JUL-DEC | JANJUN JUL-DEC | JAN-JUN JUL-DEC | JANJUN  JUL-DEC |JANJUN — JUL-DEC 
1991 1990 199 1990 1991 1990 | 1991 1990 | 1991 4990 | 1991 1990 
Victoria 130,150 121,330 | 1,156 1,193 | 1,916 1,916 | 930 930 | 1,393 1,430 |52,230 53,620 
Vancouver 144,020 134,850 | 1,279 1,311 | 1,860 1,860 | 410 410 | 1,468 1,500 /55,050 56,260 
Edmonton 92,230 86,240 | 819 849 | 1,811 1,811 | 450 450 | 1,007 1,037 |37,780 38,900 
Calgary 108,550 101,190 | 964 996 | 1,814 1,814 | 440 440 /1,152 1,184 |43,190 44,390 
Saskatoon 66,250 64,500 | 588 635 | 1,428 1,428 | 570 570 | 755 801 |28,300 30,050 
Regina 57,910 57,670 | 514 568 | 1,657 1,657 | 560 560 | 699 752 |26,210 28,220 
Winnipeg 67,620 63,310 | 600 623 | 2,189 2,189 | 670 670 | 839 861 |31,450 32,300 
Thunder Bay 88,510 80,880 | 786 796 | 1,520 1,520 | 730 730 | 973 984 |36,500 36,890 
Sudbury 87,230" 85,020 | 775 837 | 1,637 1,637 | 700 700 | 969 1,032 |36,349 38,690 


Windsor 87,800 84420 | 780 831 | 1,598 1,598 | 540 540 | 958 1,009 |35,920 37,840 
113,910 113,360 | 1,011 1,116 | 1,684 1,684 | 590 590 | 1,201 1,305 /45,040 48,950 
Kitchener 127,200 129,780 ) 1,129 1,267 | 1,929 1,929 | 590 590 |1,339 1,477 |50,230 55,380 
St. Catharines-Niagara |104,490 99,160 | 928 976 | 1,593 1,593 | 520 520 |1,104 1,152 |41,400 43,20 


London 


Hamilton 133,180 127,860 | 1,183 1,250 | 2,057 2,057 | 580 580 | 1,402 1,470 |52,590 55,110 
Toronto 175,590 179,640 | 1,559 1,703 | 2,203 2,203 | 570 570 | 1,790 1,934 |67,130 72,530 
Oshawa 138,050 143,750 | 1,226 1,389 | 1,930 1,930 | 550 550 | 1,432 1,596 |53,720 59,840 
Ottawa 122,810 117,730 | 1,090 1,159 | 2,561 2,561 | 620 620 | 1,356 1,424 |50,830 53,400 
Hull 79,960 78,510 | 710 773 | 1,815 1,815 1,000 1,000 | 945 1,007 |35,420 37,780 
Montreal 91,140 89,940 | 809 885 | 2,115 2115 | 980 980 | 1,067 1,143 |40,020 42,870 
Trois-Riviéres 59,550 59,600 | 529 587 | 1,510 1,510 |1,040 1,040 | 741 799 |27,800 29,970 
Sherbrooke 66,730 62,730 | 592 617 | 1,518 1,518 | 980 980 | 801 826 |30,020 30,960 
Québec 69,860 68,380 | 620 673 | 1,847 1,847 |1,070 1,070 | 863 916 |32,380 34,360 
Chicoutimi-Jonquiére | 59,510 55,030 | 528 542 | 1,328 1,328 |1,110 1,110 | 732 745 {27,430 27,930 
Saint John 63,320 61,640 | 562 607 810 810 |1,210 1,210 | 731 775 \27,400 29,070 
Halifax 84150 81,640 | 747 804 | 1,438 1,438 |1,070 1,070 | 956 1,013 |35,860 37,970 
St. John's 74,440 72,300 | 661 72 893 893 |1,320 1,320 | 845 896 {31,700 33,600 
BE 58,770 61,110 | 522 601 961 961 |1,010 1,010 | 686 766 |25,730 28,720 


: | 
Provincial price level used due to data limitations. | 
** Adjusted price. 


SOURCES: CMHC, Statistics Canada & Energy, Mines & Resources 
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| lL n response to the interest ex- 

pressed by Canada’s builders in 

having a leading indicator of the 
new home market, CMHC is currently 
developing, in cooperation with the 
Canadian Home Builders’ Association 
and New Home Warranty Program 
members in each province, a national 
| new homes sales indicator. 

CMHC has been collecting and 
publishing monthly housing starts as 
an indicator of housing activity since 
1956. Housing starts information is 
considered a leading economic in- 
dicator by analysts in many sectors, 
However, the shift during the past 
decade from an industry that built 
homes largely on spec to one that 
now primarily builds on a pre-sale 
basis has meant that sales activity has 
become a potential leading indicator 
to starts activity 


| During consultations with builders 
| nationally, data from the New Home 
Warranty programs were identified as 
being a practical cost-effective source 
of sales information to meet the 
needs of Canada’s housing industry 
The Warranty Programs across the 
| country are supportive of this project 
and have agreed to work with CMHC 
and provide the enrollment data col- 
lected. Prompt enrollment by the 
builders, with an indication of 
whether units are being built on spec 
| or presold, will provide the necessary 
sales information on a large segment 
of the market 
Better information means builders 
can improve business planning and 
targeting of their market. When plan- 
ning the number and type of housing 
units to build, it is important to know 
what is affecting home sales in the 


CMHC Launches New Homes Sales Survey | 


| market. The information that 


builders will be providing to the 
Warranty Programs at enrollment 
will be analyzed by CMHC’s 
analysts. The analysis will provide 
the earliest possible indication of 
shifts in market activity, demand or 
Opportunities for certain types of 
products. 

CMHC has received data from 
some provinces and are currently 
checking the quality. Data will be 
released on a monthly basis and by 
province as its timeliness and quality | 


are deemed adequate. 

CMHC is committed to working 
with the building industry across the 
county to help it better match its 
product to market demand. This is | 
one additional tool builders can use 
to help them be more effective. 


AFFORDABILITY INDICATOR (page 5) 


Potential First-Time Home Buyer: 
All income earning renter households, distinguished as either 
family or non-family, between the ages of 20 and 44, includ- 


ing core need 


Average Starter House Price: 
The average starter house price is that of the NHA insured 


home which include the following house types; single, semi- 


sured homes are typically purchased by young first-time 
buyers with less than 25 per cent downpayment. The price 


was calculated on the average for each six-month period 


Property Taxes: 
Average property taxes for a dwelling owned and occupied 


by its owner. Data are from Statistics Canada 


The monthly principal and interest payment associated with 


i 
Monthly Mortgage Cost: 
| 


the average starter home price, assuming 10 per cent 
downpayment. The required morgage insurance premium 


has been added to the mortgage balance 


regarding subscription should be dire 


Tel: (613) 748-2582. 
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detached, row, mobile and apartment condominium. NHA in- 
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Canadian Housing Markets is a quarterly publication featuring CMHC’ affordability indicator semi-annually. 
ed to: Manager, Marketing & Communications, CMHC Market Analys! 
700 Montreal Road, Ottawa, Ontario KIA OP7. Tel: (613) 748-2286 or Fax: (613) 745-1741. Comments and requests for 
additional information may be referred to Sharon Olm, Manager, Local Markets Analysis, Market Analysis Centre, Ottawa. 


Heating Costs: 
Average heating costs representative of a starter home. Data 


are from Energy, Mines and Resources 


Monthly Total Carrying Costs: 


Total of monthly payments required for principal, interest 


| taxes and heating costs. 


Income Required to Carry a Mortgage: 
The income necessary to service the mortgage payments at 
current interest rates, assuming a 32 per cent gross debt ser- 


vice ratio. 


Mortgage: 

A three-year term closed mortgage was assumed with a 25 
year amortization. An interest rate of 12.5 per cent was used 
for the second half of 1990 and 11 per cent for the first half of 
1991 


Enquiries 
Centre, 


c/a 


A Housing Alternative 


\ | anufactured homes are not 
a new ideas in Canada, 


having been first introduced 


| in the 1950’s, but the industry has 
_ evolved from the predominantly 


mobile home market. In 1976, in- 
dustry activity peaked at 50,000 
units, roughly 18 per cent of all 
new construction. Until recent 


years, manufactured housing 


designs have been more modest 
than site-built homes. As a result, 
the target market has been the first- 
time buyer and seniors. 

Nationally, the demographic and 


economic conditions have in- 


fluenced the success of this industry 
segment. The baby-boomers, who 
had reached the age to purchase 
their first home in the mid 1970's, 
put upward pressure on demand 
for starter homes. Much of this 
demand was met by the manufac- 
tured home at its peak. The reces- 
sion in the early 1980’s and the 


movement of the baby-boomers 
into the move-up market resulted in 
a dramatic drop in production. In 
1988, manufactured housing repre- 
sented only 5 per cent of all hous- 
ing starts. However, in Québec, the 
market is estimated to be much 
larger due to the many small 
manufacturers serving small rural 
markets. 

The goal of the manufactured 
housing industry is to increase the 
quality and efficiency of new home 
construction. At least half of the 
structural frame of a manufactured 
home is produced in an environ- 
mentally controlled factory remote 
from the job site. There are five 
product types: mobile homes, 
modular, panelized, profile log, and 
pre-cut, differentiated largely on the 
extent of the in-factory assembly. 
The pre-cut and profile log home 
are most successful as vacation or 
second homes. 


Manufactured Housing Production — Canada 
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Manufactured Homes: 


October 1991 


Aqoraanic Alternative 


In 1988, mobile homes still ac- 
counted for nearly 60 per cent of 
factory built units and represented 
an estimated 2 per cent of total 
housing starts in Canada. The main 
success factor for mobile has been 
price, averaging less than $26,000 
Cand not included) in 1988. 
Mobiles are most abundant in rural 
areas due to the lower costs and be- 
cause they are readily available 
where few "stick-builders" are ac- 
tive. In resource towns mobiles 
have an added advantage of being 
a quick remedy to rapid growth 
situations. 

In large urban centres, mobile 
homes have experienced limited 
popularity. Most municipalities in 
Canada have restrictive zoning 
regulations which impede develop- 
ment of mobile home parks or keep 
the parks on the periphery of the 
cities. In rural and small town 
Canada, where zoning is more 
relaxed and many purchasers own 


a 


Mobile Homes (CSA) Pre-Fab Total the lot, mobiles have been more 
Units $(000) Units $(000) Units $(000) successful. 
1981 7,451 167.6 9,595 919.4 17,046 387.0 | With rapid ee in ee go 
tion of seniors over the next ten to 
1982 9,133 116.1 4,684 94.3 9,817 210.7 15 years, there will be increased 
1983 5014 116.7 4694 {25.3 9.708 949.0 potential demand for high quality, 
low cost housing. Manufactured 
ues 3,982 87.8 4,281 117.4 7,863 205.2 homes, particularly mobile homes, 
1985 3,700 93.0 n/a nla n/a n/a | may present a viable alternative to 
the higher cost site-built homes. 
1986 3,250 86.3 6,089 222.4 10,339 308.7 However, most mobile home 
1987 n/a n/a n/a 268.1 n/a n/a parks are developed with lots that 
1988 4,401 113.0 7.614 590.0 12.015 403.4 are rented or with short term leases. 


Therefore, parks are susceptible to 
redevelopment as the urban centres 
expand. Since 


| Footnote: Many feel that this data underestimates the market but is the best data currently available 


| SOURCE: Statistics Canada continued on page & 
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Supply Available to Average Renter Households 
TT averace | wax |.Cd|tt 
CENSUS RENTER INCOME AFFORDABLE | SUPPLY 
METROPOLITAN HOUSEHOLD 1991 HOUSE* AVAILABLE MOST PREVELANT 
AREAS (CMA) TYPE $ $ % HOUSE TYPES 
| Victoria | Family 43,760 104,110 8.5 Mobile Home; Row Condo 
Non Family 35,110 78,120 3.7 Older Apt. Condo 
Total 40,330 93,800 6.6 Apt. & Row Condos; Mobile Home 
Vancouver Family 56,710 148,730 18.8 Newer Row Condo; Bungalow 
Non Family 47,240 120,290 10.6 Newer Apt. Condo 
Total 52,200 135,190 12 Newer Apt. Condo 
Edmonton Family 46,920 119,390 56.0 Newer Bungalow, Condo 
Non Family 39,380 96,770 38.0 Older Bungalow, Condo 
Total 43,840 110,140 49.0 Older Bungalow, Condo 
Calgary Family 48,990 125,680 46.0 Older Bungalow 
Non Family 42,050 104,860 59.0 Older Row House 
Total 45,910 116,450 42.0 Older Bungalow 
Saskatoon Family 43,300 110,920 83.0 Bungalow 
Non Family 37,760 94,270 75.4 Bungalow 
Total 40,690 103,080 79.4 Bungalow 
Regina Family 39,990 98,940 86.7 Bungalow 
Non Family 34,830 83,430 80.2 Bungalow 
| Total 37,520 91,510 83.6 Bungalow 
| Winnipeg Family 46,930 113,670 77.4 Older 2 Storey 
Non Family 39,820 92,310 65.8 Older Bungalow 
Total 43,770 104,170 72.8 Older Bungalow 
Thunder Bay Family 49,960 129,630 62.0 Older Bungalow & 1 1/2 & 2 Storey 
Non Family 42,750 107,970 48.9 Bungalow; Older 11/2 & 2 Storey 
Total 47,420 121,990 Gyae Bungalow; Older 1 1/2 & 2 Storey 
Sudbury Family 42,860 106,310 29.9 Older Bungalow 
Non Family 38,240 92,440 20.7 Older Bungalow 
Total 41,480 102,190 26.7 Older Bungalow 
_ Windsor Family 97,340 151,780 71.0 Split Level, Ranch 
| Non Family 47,120 121,100 54.2 Bungalow 
Total 53,340 139,760 64.2 Bungalow, Split Level 
London Family 51,850 133,980 49.2 Row Condos; Bung.; 1 1/2 Storey 
Non Family 42,030 104,510 24.0 Row & Apt. Condos; Older Bung. 
Total 47,820 121,880 38.4 Bung.; Condo; 1 1/2 Semi-Detached 
Kitchener Family 47,720 118,890 19.3 Townhouse; Apt. Condos 
Non Family 40,410 96,940 5.2 Apt. Condo 
Total 45,120 111,090 14.4 Apt. Condo 
St. Catharines-Niagara Family 46,910 120,710 30.0 Older Bungalow 
Non Family 40,280 100,790 14.8 Older Bungalow 
Total 44,790 114,330 23.4 Older Bungalow 
| Hamilton Family 50,290 125,910 27.3 Older Bungalow; 1 1/2 Storey 
| Non Family 40,880 97,630 o/ Older Apt. Condo; 1 1/2 Storey 
| Total 46,690 115,080 20.1 Older Apt./Row Condo; 1 1/2 Storey 
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Supply Available to Average Renter Households (cont’d) 


CENSUS 
METROPOLITAN 
AREAS (CMA) 


Toronto 


Oshawa 


Ottawa 


Hull 


Montréal 


Trois-Riviéres 


Sherbrooke 


Québec 


Chicoutimi-Jonquiére 


Saint John 


Halifax 


St. John’s 


Charlottetown 


RENTER 
HOUSEHOLD 
TYPE 


Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 

Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 
Non Family 
Total 
Family 

Non Family 
Total 
Family 

Non Family 
Total 
Family 
Non Family 
Total 


AVERAGE 
INCOME 
1991 
$ 


63,970 
55,960 
60,760 
52,380 
45,140 
50,220 
55,030 
45,040 
50,680 
44,900 
38,440 
42,910 
49,110 
39,650 
45,650 
38,350 
32,610 
36,470 
38,500 
33,550 
36,770 
45,040 
38,010 
42,560 
41,510 
36,680 
40,410 
41,100 
36,600 
39,670 
43,670 
39,490 
42,120 
46,720 
46,290 
46,590 
40,950 


37,760 © 


39,960 


MAXIMUM 
AFFORDABLE 
HOUSE” 
$ 


165,710 
140,450 
156,090 
133,660 
111,920 
127,170 
135,010 
105,010 
121,950 
107,760 
88,380 
101,790 
117,650 
89,240 
107,250 
90,580 
73,320 
84,930 
91,530 
76,660 
86,330 
107,200 
86,080 
99,740 
101,070 
86,540 
97,760 
103,690 
90,180 
99,380 
106,910 
94,360 
102,260 
118,680 
117,380 
118,290 
103,820 
94,240 
100,860 


SUPPLY 
AVAILABLE 
% 


17.6 

9.1 
14.1 
26.0 

9.8 
19.6 
42.0 
21.8 
32.9 
96.0 
39.0 
53.0 
o1.2 
15.6 
39.2 
59.0 
32.9 
50.3 
49.0 
24.0 
40.0 
61.8 
38.0 
98.2 
72.0 
94.0 
63.0 
68.0 
60.0 
67.0 
55.8 
44.9 
O27, 
65.6 
64.9 
65.5 
51.6 
44.8 
51.6 


MOST PREVELANT 
HOUSE TYPES 


Row Condo 

Apt. Condo 

Apt. Condo 

Row House 

Apt. Condo 

Apt. Condo 

Older Row Houses 

Older Row & Apt. Condo 

Older Row Houses 

Newer Semi-Detached; Older Bung. 
Older Semi-Detached; Newer Condo 
Older Bung. Newer Semi-Detached 
Bungalow; Older Semi-Detached 
Newer Apt. Condo 

Bungalow; Older Semi-Detached 
Newer Single Houses; Bungalow 
Older Bungalow 

Newer Semi-Detached;Bungalow 
Older Bungalow 

Older Apt. Condo 

Older Bungalow 

Older Bungalow; Apt. Condo 
Semi-Detached; Row Houses 
Older Bungalow; Apt. Condo 
Older Bungalow 

Older Bungalow 

Older Bungalow 

New Bungalow 

New Bungalow 

New Bungalow 

Older Bungalow 

Older Bungalow 

Older Bungalow 

Older Bungalow 

Older Bungalow 

Older Bungalow 

Older Bungalow; Older 2 Storey 
Older Bungalow; Older 2 Storey 
Older Bungalow; Older 2 Storey 


* Calculated with interest rates of 11 per cent 
SOURCES: CMHC, CREA, Statistics Canada Energy, Mines & Resources 
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Indicators Point to Improved Housing Markets 


he housing market national- 

ly is forecast to improve 

over the coming months. 
The rapid increases in resales in the 
first half of 1991 in most markets 
across the country have now stabi- 
lized and modest gains are forecast 
for the remainder of 1991 and in 
1992. Most local housing markets 
are also expecting starts to rise in 
1992 after significant declines in 
1991. 

However, the strength of housing 
market activity varies significantly 
across the country because of di- 
verse rates of regional economic 
recovery. In 1992, housing markets 
in southern Ontario and the Atlantic 
will have the strongest growth al- 
though it will still be modest. The 
weakest activity will be in Saskatch- 
ewan, Manitoba and Quebec. 


Ontario Leads Recovery 


Housing markets in Ontario will 
pOSst positive gains in most sectors 
of the housing market in 1992. 
Lower house prices and interest 
rates restarted the housing market 
in early 1991. In 1992, slightly bet- 
ter than average employment 
growth as a result of improved 
consumer spending and exports 
will further support the housing 
market. First-time home buyers 
who have led the housing 
recovery, will also stimulate some 
move-up buying activity in 1992. 
Resales will increase in most 
markets with the exception of 
Toronto and Oshawa where ac- 
tivity will decrease by about 7.0 
per cent. Average price increases 
of single-detached houses will 
range between 3.0 per cent in Sud- 
bury and 7.0 per cent in Ottawa. 

Increased move-up activity is ex- 
pected to stimulate starts activity 
next year. A 31.7 per cent increase 
in starts is expected in Ottawa in 
1992 compared with a 30.6 per 
cent increase in Kitchener and a 
28.8 per cent increase in Toronto. 
Price increases for new homes are 
also expected to be slightly higher 
than the rate of inflation in 1992. 
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Brighter Markets in Atlantic 


Resale activity in most Atlantic 
markets picked up in the second 
quarter and is forecast to increase 
next year varying from 6.7 per cent 
in Charlottetown to 10.5 per cent in 
St. John’s. Despite the increase in 
resale activity, house prices will rise 
at or below the rate of inflation in 
1992 as markets become more 
balanced. The St. John’s housing 
market is expected to move to a 
more balanced position in late 1992 
as a result of favourable interest 
rates, the Hibernia project and ac- 
companying developments that will 
contribute to a 2.7 per cent increase 
in jobs in the city. St. John’s will 
have one of the stronger housing 
markets in Canada in 1992. 

Affordable housing is continuing 
to entice home buyers back and 
this will lead to an upturn in hous- 
ing starts in 1992 for St. John’s, 
Charlottetown and Saint John. 
Halifax is an exception and will 
have an increase in starts this year 
due to apartment construction. But, 
1992 activity will be down overall 
as fewer multiple units offset in- 
creases in single-detached starts. 


Mixed Recovery in West 


British Columbia’s new housing 
market will improve in 1992 while 
the resale housing markets will sta- 
bilize. Improved housing affor- 
dability led to record sales of exist- 
ing houses in the first half of 1991, 
Price increases have initially been 
strong but are expected to moder- 
ate as market activity stabilizes 
through to the end of this year and 
into next year. The demand for new 
single-detached houses is expected 
to increase significantly in 1992 
which will contribute to starts in- 
creasing to 14.2 and 19.0 per cent in 
Victoria and Vancouver respective- 
ly. Limited new rental construction 
will continue to keep vacancy rates 
in B.C among the lowest in the 
country. 

Alberta housing markets will be 
sustained by the province’s gradually 
diversifying economy which is 


stimulating moderate employment 
growth, migration and the demand 
for housing. Lower interest rates 
and improved affordability led to 
steady increases in sales in Edmon- 
ton and Calgary in 1991. However, 
a more moderate level of sales is 
forecast for Edmonton and Calgary 
next year due to a slight deteriora- 
tion in affordability. Balanced mar- 
ket conditions will keep price in- 
creases slightly above inflation in 
Alberta. The strongest activity will 
be in the new housing market 
where starts are expected to in- 
crease 41.5 and 21.1 per cent 
respectively. 

Increased sales of existing 
houses are forecast in 1992 in Win- 
nipeg, Regina and Saskatoon al- 
though growth in real average 
resale prices are not anticipated due 
to a continued oversupply of list- 
ings. Despite increases in starts, the 
new housing markets will remain 
weak. Economic and employment 
growth in Saskatchewan and 
Manitoba will continue to be dam- 
pened by the weak agricultural sec- 
tor. 


Weak Labour Market Slows 
Recovery in Quebec 


After a weak performance in 
1991, resale markets in Quebec will 
gradually move towards balanced 
positions in 1992. Sherbrooke, 
Montreal and Trois-Rivieres are ex- 
pected to post the largest increases 
in resale activity at 14.7, 13.6 and 
11.7 per cent respectively. How- 
ever, average prices will rise at or 
close to the rate of inflation. 
Despite the provincial housing pro- 
gram "Deal Estate" (which ended in 
September), starts will be down in 
all major centres in 1991. Starts will 
continue to be weak in 1992 as 
markets recover from oversupplied 
positions and moderate employ- 
ment growth generates limited 
demand for new housing. 

Similar to Manitoba and 
Saskatchewan, Quebec’s urban 
centres will have the weakest 
labour markets in 1992. @ 
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m _ enter households can afford 
to purchase a greater share 
of resale houses in 1991 
than last year in most Census metro- 
politan Areas (CMA). As a result of 
increases in average household in- 
come, lower mortgage interest rates 
and declining or stable house prices 
housing is more affordable to the 
average renter. While an improve- 
ment was seen almost everywhere, 
there remains a wide diversity 
across the country in the access 
renters have to homeownership. In 
several CMAs, such as Regina, Sas- 
katoon, Windsor, Chicoutimi- 
Jonquiére and Saint John, average 
renter households including non- 
family households who have lower 
incomes, had access to more than 
50 per cent of the total number of 
MLS* listings for houses in August 
1991. However, in CMAs such as 
Victoria, Vancouver and Toronto 
with high house prices, renter 
households had access to less than 
15 per cent of the active listings. 
The decline in interest rates from 
12-5 to 115 per cent fora 4 year 
mortgage term between December 
1990 and July 1991 contributed sig- 
nificantly to the greater affordability 
of homes by reducing the monthly 
carrying costs. Monthly carrying 
costs are based on a 10 per cent 
downpayment and include pay- 
ments for principal and interest, 
property taxes and heating costs. In 
addition to lower carrying costs, 
average resale prices declined in 
several CMAs and remained relative- 
ly stable in others. (See Table of 
Economic and Housing Indicators, 
Average MLS Single Price). The 
third factor accounting for an in- 
crease in housing market acces- 
sibility is the rise in average renter 
household incomes. Average renter 


* Multiple Listing Service (MLS) is a 
registered certification mark owned by 
The Canadian Real Estate Association. 


household incomes in most CMAs 
have continued to rise in 1991, al- 
though at a slower rate than in 1989 
and 1990. 

Although the situation has im- 
proved in British Columbia, poten- 
tial home buyers continue to have 
limited access to the existing hous- 
ing market. Only 6.6 per cent of 
houses in Victoria and 15.2 per cent 
in Vancouver are affordable to 
renter households. The recession 
has had less of a dampening effect 
on housing markets on the West 
Coast than in Eastern Canada. For 
example, in Victoria the average 
single house price is expected to 
grow by 6.0 per cent this year 
whereas in Eastern Canada price 
stability or limited price growth is 
expected! 


Housing 
less 


affected 
by 

recession 
in 

eS | eae 


Due to the decline in monthly car- 
rying costs, renter households in 
the Prairies can afford a significant 
proportion of houses listed for sale, 
ranging from 42.0 per cent in Cal- 
gary to 83.6 per cent in Regina. 
Regina, Saskatoon and Winnipeg, 
which have had relative price 
stability or even declines in the 
average price of single homes, 
remain among the most affordable 
CMAs in Canada. 


Renters Have More Access to Resale Markets 


About 20 per cent of listings are 
available to renter households in 
most southern Ontario CMAs with 
the exception of Windsor. Windsor 
is one of the most affordable CMA’s 
in Ontario with 64.2 per cent of its 
supply being affordable to renter 
households. Despite a decline in 
house prices, Toronto continues to 
be one of the least affordable CMAs 
in Canada with only 14.1 per cent 
of listings available to renter house- 
holds. 

The supply of listings available to 
renter households in Québec has in- 
creased significantly in all CMAs. 
Supply ranges from 40.0 per cent in 
Sherbrooke to 63 per cent in 
Chicoutimi-Jonquieére. Similar to the 
rest of the country, renter house- 
holds have access to a greater sup- 
ply of housing because of higher 
household incomes, lower mort- 
gage rates and stable house prices. 
Moreover, in the province of 
Québec access to homeownership 
was further improved by the provin- 
cial housing program "Deal Estate", 
targeted to promote the construc- 
tion of affordable new houses. 

In the Atlantic Provinces, renter 
households have access to at least 
50 per cent of the listings in major 
urban centres. Renter households in 
Saint John have the greatest selec- 
tion from about 67 per cent of list- 
ings, compared with Charlottetown 
where they can chose from 51.6 per 
cent of listings. 

Affordability is expected to 
remain relatively stable or decline 
slightly in the near future as the 
country slowly recovers from the 
recession and house prices increase 
moderately. Anticipated increases 
in property taxes and heating costs, 
combined with limited wage gains 
will also contribute to higher carry- 
ing costs and will slightly inhibit 
renter households’ access to 
homeownership.@ 


Canadian Housing Markets is a quarterly publication featuring CMHC’s affordability indicator semi-annually. Enquiries 
regarding subscription should be directed to: Manager, Marketing & Communications, CMHC Market Analysis Centre, 
700 Montreal Road, Ottawa, Ontario K1A OP7. Tel.: (613) 748-2286 or Fax: (613) 748-2404. Comments and requests for 


additional information may be referred to Sharon Olm, Manager, Local Markets Analysis, Market Analysis Centre, Ottawa. 


Tel: (613) 748-2582. 
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Economic and Housing Market Indicators 


SINGLE SINGLE 3 UNIT 


NEW NUMBER STRUCTURES 
CENSUS TOTAL HOUSE OF MLS VACANCY RATES 
METROPOLITAN TOTAL HOUSING | % PRICE % SALES OCT. 


AREAS (CMA) EMPLOYMENT STARTS | CHG $ CHG (RES.) 


Victoria 1990 124,700 2,588 219,000 6,080 179,200 


1991*| 125,300 1,900 | -26.6) 191,000 | -12.8 7,600 190,000 
1992*| 128,900 2,170 | 14.2 | 210,000 a9 6,500 205,200 1.5 
Vancouver 1990 789,600 17,970 288,000 25,600 246,890 0.9 


1991*} 809,300 2.9 | 14,200 | -21.0 | 265,000 | -8.0 | 43,000 | 68.0 | 244000 | -12}) 23 | 18 
1992*| 833,600 3.0 | 16,900 | 19.0} 278,250 5.0 | 42,000 | -2.3 | 256,000 AO eeOy td 
Edmonton 1990 367,000 5,921 161,270 9,944 110,470 26° 1°18 
1991*} 370,000 0.8 4,100 | -30.8 | 170,940 6.0 | 11,200 | 12.6 | 116,000 5,0 {235 ) 25 
1992*| 377,000 19 5,800 | 41.5} 178,000 | 4.1 10,300 | -8.0 | 124,000 69; 30 1-20 
Calgary 1990 361,000 7,004 169,900 15,625 127,530 2h 20 
1991*| 365,000 1.1 4,750 | -32.2 | 170,650 0.4 16,800 7.9 | 130,230 ul 4.1 3.5 
1992*| 370,000 1.4 D008 2. 12,080 5a, 229 16,200 | -3.6 | 137,280 5.4) 39 | 3.1 
Saskatoon 1990 81,000 410 123,400 2,280 76,010 10.1 7.4 
1991* 81,000 0.0 290 | -29.3 | 138,000 | 11.8 2,400 5.3 | 77 S30tt- 20) 80.160 


1992* 81,000 0.0 440 | 51.7} 130,000 | -58 2,600 83). 79,080t} 201° 60 | S58 
Regina 1990 90,000 474 122,400 2,469 71,050T Oreo 
19915 90,000 0.0 200 | -57.5 | 130,000 6.2 2,500 1.3 |) (70,000, | “1.545 2S:5 5 a0 
1992° 90,000 0.0 325 | 62.5 |} 132,000 is 2,600 4.0.) <71,000TS TAs BO Oe enaus 
Winnipeg 1990 312,000 2,147 121,000 8,431 83,940 5.7 | 64 
1991*} 307,000 | -1.6 1,150 | -46.4 | 127,000 5.0 8,700 3.2} 81,000 | -29; 59 | 52 


1992*| 311,000 1.3 1,650 | 43.5 132,000 3.9 9,800 | 12.6 | 83,000 165 °°45° 7-39 

Thunder Bay 1990 63,000 629 180,080 948 102,090 2.0: 26 
1991* 60,000 | -48 930 | 47.9} 165,000 | -84 1,175 | 23.9 | 105,350 32:1) 1. Awieas 

| 1902: 61,000 ae 710 | -23.7 | 180,000 9.1 1,200 2.1 | 110,430 48515 1S ane 
Sudbury 1990 61,300 1,468 150,000 2,009 107,520 0.6 | 0.7 


1991* 60,900 | -0.7 1,365 | -7.0| 156,600 4.4 1,900 | -5.4 | 108,050 OS 1-3 12 
1992* 61,500 1.0 1,070 | -21.6 | 163,650 45 1,900 0.0 | 111,300 3.0 4.2.0) | see 
Windsor 1990 123,000 1,588 193,900 3,949 104,840 ae es 
1991*} 114,000 | -7.3 1,330 | -16.2 | 198,000 2.1 4,400 | 11.4 | 106,500 16 SS eae 
1992"; 119,000 44 1,100 | -17.3 | 210,000 6.1 4,800 9.1 | 111,000 AZ (3.0 ieee 
London 1990 160,200 2,905 227,400 5,466 134,910 Bed ede 
1991*} 166,000 3.6 2,350 | -19.1 | 231,500 1.8 6,300 | 15.3 | 136,900 15; 40 | 39 
1992*| 168,500 1.5 2,400 2.1 | 248,500 7.3 6,700 6.3 | 144,500 5636 oP 
Kitchener 1990 177,000 2,981 248,570 3,501 152,160 UR a eal 
1991*|} 170,000 | -4.0 1,800 | -39.6 | 235,000 “5.95 3,900 | 11.4 | 160,000 Wa ey ue a 
1992*| 174,000 2.4 2,350 | 30.6 | 250,000 6.4 4,200 7.7 | 168,000 9.0) | 40. Hien 
St. Catharines-Niagara 1990 151,000 2,506 199,040 2,275 134,390 Tt 24 
1991"| 145,000 | -4.0 1,540 | -38.5 | 190,000 | -4.5 2,400 5.5 | 140,000 42.) 2:90 3o 
1992*| 150,000 3.4 1,850 | 20.1 | 195,000 2.6 3,000 | 25.0 | 147,000 9.0 |. BO ses 
Hamilton 1990 317,000 2,969 268,470 7,116 165,740 0.9} 18 
1991"| 301,000 -5.0 2,150 | -27.6 | 270,000 0.6 8,100 | 13.8 | 166,000 0.2} bereZ2 
1992*| 310,000 3.0 2,/50 | 27.9 | 280,000 3.7 9,500 | 17.3 | 176,000 6.0 sf Pat 7 Saas 
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Economic and Housing Market Indicators (cont'd) 


CENSUS 
METROPOLITAN 
AREAS (CMA) 


Toronto 


Oshawa 


Ottawa 


Hull 


Montréal 


Trois-Riviéres 


Sherbrooke 


Québec 


Chicoutimi-Jonquiére 


Saint John 


Halifax 


St. John’s 


Charlottetown 


* Forecast CMHC 


1990 
1991" 
1992" 
1990 
1991" 
1992" 
1990 
1991" 
1992* 
1990 
1991" 
1992" 
1990 
1991" 
1992" 
1990 
1991* 
1992" 
1990 
1991* 
1992* 
1990 
eehbe 
1992* 
1990 
1991" 
1992" 
1990 
1991* 
1992* 
1990 
1991" 
1992" 
1990 
1991" 
1992* 
1990 
1991" 
1992" 


** Estimated from PEl labour force. 


t Average MLS price 


TOTAL 
EMPLOYMENT 


1,931,000 
1,820,000 
1,911,000 
101,000 
97,000 
99,000 
355,000 
355,000 
359,500 
99,000 
97,600 
101,300 
1,430,000 
1,395,000 
1,415,000 
52,900 
52,000 
52,700 
62,800 
59,700 
61,500 
294,200 
296,200 
299,200 
57,800 
57,000 
57,800 
54,000 
94,000 
55,000 
161,000 
160,000 
164,000 
73,900 
73,000 
75,000 
35,700** 
34,400 
35,000 


<O,F- 
5.0 


-4.0 
2.1 


0.0 
1.3 


-1.4 
3.8 


“2.4 
1.4 


aie 
1.3 


49 
3.0 


0.7 
1.0 


-1.4 
1.4 


0.0 
1.9 


-0.6 
2.5 


=) er 
et 


-3.6 
1.7 


SOURCES: CMHC, Statistics Canada, local real estate boards 
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TOTAL 


HOUSING 
STARTS 


18,723 
17,200 
22,150 
2,189 
2,180 
2,320 
4,860 
4,175 
5,500 
3,309 
2,320 
2,210 
21,101 
17,400 
19,700 
1,400 
1,120 
1,210 
1,185 
700 
770 
Se f4 
5,700 
5,300 
1,128 
830 
880 
589 
400 
550 
2,647 
3,050 
2,600 
1,434 
Tue 
1,500 
538 
320 
425 


-8.1 
28.8 


-0.4 
6.4 


14.4 
31.7 


=29.9 
-4.7 


“11.5 
13.2 


-20.0 
8.0 


-40.9 
10.0 


46 
-7.0 


-26.4 
6.0 


32.4 
37.5 


15.2 
-14.8 


-18.1 
rE fel 


-40.5 
32.8 


SINGLE 
NEW 
HOUSE 
PRICE 
$ 


384,540 
390,000 
410,000 
249,760 
216,000 
227,000 
205,400 
208,500 
221,000 
125,220 
130,230 
130,230 
132,000 
136,000 
143,000 
76,500 
78,000 
79,500 
95,000 
92,000 
94,000 
91,000 
94,600 
99,300 
86,750 
87,000 
90,200 
95,680 
100,500 
105,500 
120,000 
122,400 
126,000 
122,500 
129,000 
138,000 
116,000 
120,000 
122,000 
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“13.5 


3.0 
5.1 


2.0 


1.9 


2.2 


4.0 
5.0 


0.3 
3.7 


5.0 
5.0 


2.0 
2.9 


5.3 
7.0 


3.4 
Le 


NUMBER 

OF MLS 
SALES 
(RES.) 


26,779 
41,000 
38,000 
3,450 
5,700 
5,300 
8,249 
9,150 
9,400 
1,814 
1,750 
1,860 
15,681 
16,500 
18,750 
567 
515 
575 
1,190 
950 
1,090 
3,484 
3,800 
3,800 
1,600 
1,600 
1,660 
1,130 
1,100 
1,200 
4,004 
4,100 
4,400 
1,939 
1,900 
2,100 
227 
300 
320 


13.6 


11.7 


“20.2 
14.7 


9.1 
0.0 


0.0 
3.8 


fay | 
9.1 


2.4 
7.3 


-2.0 
10.5 


32.2 
6.7 


SINGLE 


255,020 
238,000 
252,500 
167,900 
155,000 
164,000 
160,120 
164,930 
176,470 
99,740 
104,220 
108,390 
116,730 
119,000 
125,000 
69,500 
71,500 
74,000 
78,700 
85,000 
83,000 
79,700 
84,500 
89,500 
69,700 
71,400 
74,300 
80,720 
84,300 
86,800 
109,750 
108,600 
112,950 
88,940 
93,500 
100,000 
91,400 
95,000 
97,000 
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3 UNIT 
STRUCTURES 


VACANCY RATES 


APR 1 OCT. 
% % 


1.0 
(BY 
1.8 
18 
5.0 
2.8 
0.5 
0.5 
0.6 
4.2 
5.6 
47 
5.4 
5.5 
4.4 
76 
7.6 
71 
9.7 
8.7 
6.9 
of 
43 
3.5 
5.1 
5.2 
4.0 
41 
4.2 
4.2 
3.3 
3.9 
4.2 
1.8 
7.0 
4.4 
3.0 
5.6 
6.0 
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continued from page 1 security of 
tenure is particularly important to 
seniors, this issue has inhibited the 
growth of the mobile home in- 
dustry. In Alberta and Atlantic, 
mobiles represent a greater propor- 
tion of the market because accep- 
tance is greater, more parks are 
available and the risk of redevelop- 
ment is lower. 


Today’s Modulars Offer 
Quality and Choice 


Modular homes are manufactured 
in three dimensional sections of the 
home which are shipped to the site 
and erected. The panelized homes 
are similar to modular hornes but 
are shipped in smaller sections and 
require more finishing on the job 
site. The finished modular or panel- 
ized homes are often undistinguish- 
able from "stick-built". These prod- 
ucts represent about 2 per cent of 
total housing starts but are ex- 
pected to increase to a 10 per cent 
market share over the next five to 
ten years. 

Modular or panelized homes are 
well positioned to gain a larger 
market share. Recent advances in 
design technology have made 
manufactures more flexible in 
responding to the demand for cus- 
tomized plans. Houses prices range 
from $20,000 to $200,000 (not in- 
cluding transportation or land). The 
main competitive advantages are 
their quality of workmanship and 
materials and quick delivery. The 
average length of construction for a 
modular home is 30 days compared 


to the three to four months for site- 
built homes. 

The land development process is 
a factor for modulars since it is 
closely tied to stick-builders who 
therefore have access to most of the 
available lots. However, some 
manufactures have also entered the 
development business and in some 
provinces, the process of lot draws 
has opened up the market. 

The manufacturing process is 
more efficient than the site-built 
process since labour and material 
supplies are controlled and weather 
is not a factor. While manufactured 
homes can compete on the basis of 
quality and speed of delivery, the 
cost is not always competitive. 
Under-utilized capacity adds to 
production costs and with transpor- 
tation costs increasing, high produc- 
tion volumes are necessary to 
reduce costs and increase the mar- 
ket share for manufactured homes. 


Export Markets Needed for 
Industry Growth 


With relatively low construction 
volumes in Canada, 181,630 starts 
in 1990, many manufacturers have 
turned to export markets in the 
United States, Japan and the middle 
east. In 1988, $76.5 million of pre- 
fabricated homes were exported 
from Canada with over 50 per cent 
or $40.7 million of those going to 
the U.S. Despite, an increase in ex- 
ports to $93.4 million in 1990, the 
U.S. share dropped to 44 per cent in 
1989 and to 36 per cent in 1990. 

In 1989, mobiles represented an 
estimated 14 per cent of the nearly 


1.3 million U.S. housing starts, al- 
though all forms of manufactured 
housing has been estimated as high 
as fifty percent. The U.S. success is 
attributed to the southern climates 
which attract seniors from both the 
U.S. and Canada. Furthermore, the 
U.S. manufacturers have entered 
the semi-detached and row house 
markets while domestic producers 
still favour the single-family market. 
Canadians are actively pursuing the 
U.S. markets, but the greater 
volumes and lower labour costs 
make U.S. products less expensive, 
presenting a threat to the domestic 
markets. 

Demand for affordable housing in 
urban Canada from both first-time 
buyers and seniors, combined with 
improved production efficiencies 
and flexibility will provide oppor- 
tunities for the manufactured hous- 
ing industry to expand. Modular 
manufacturers have also identified 
components such as pre-fabricated 
roof trusses, pre-hung doors, stairs 
and cabinets, which are purchased 
by the traditional site-builders, as 
an emerging market opportunity. 
Greater coordination and coopera- 
tion between the dealers, manufac- 
turers and mobile home park 
owners/developers would also aid 
the industry. @ 


For more specific information on 
manufactured housing in Canada, con- 
tact Mr. Henry G. Starno, Canadian 
Manufactured Housing Institute, (613) 
563-3520. 


SUPPLY INDICATOR (pages 2 & 3) 


Household Income: 


Average income of private renter households aged 20 to 44 and 
with income above core need income thresholds. Core need in- 
come thresholds are the eligibility income levels for NHA social 


housing programs. 


Renter Household Types: 


Renter households are either classified as a non-family household 
which includes households of one or more unattached persons or 
family households which include at least one economic family. An 
economic family is defined as a group of related individuals sharing 
a common dwelling unit. Total household refers to all households, 


family and non-family. 


PAGE EIGHT 


down payment. 
Supply Available: 


house price. 


CMHC CANADIAN 


HOUSING 


Maximum Affordable House: 

Maximum price a household could afford based on its income and 
assuming a 32 per cent gross debt service ratio to service the 
mortgage payment at the current mortgage rate and a 10 per cent 


The per cent of MLS listings at and below the maximum affordable 


Most Prevalent House Type: 

The house types most often listed in the supply of listings. The 
house types are not exclusive of other house types that could also 
be included in the supply available. 


MARKETS - OCTOBER 1991 


CAN 
MH 50 
Lea S 


CMHC Market Analysis Centre 


Lower interest rates and ie Bree a 
reduce the cost of buying a home 


n December, 1991, interest 
rates declined to their lowest 
level in eighteen years. This fac- 
tor combined with relatively stable 
house prices resulted in improved 
affordability in all Census Metro- 
politan Areas (CMAs) in Canada. 
(see table page 5) 
In the past year heating costs 
and taxes increased above the es- 
timated 5.5 per cent rate of inflation 
in about two thirds of the CMAs. 
However, these monthly costs are a 
significantly small proportion of the 
overall cost of owning a home. In 
spite of these increases in costs, rela- 
_ tively stable house prices in most 
CMAs and the decline in interest 
rates from 11 per cent in June, 1991 
to 9.5 per cent in December, 1991 
for a three year term mortgage, 
resulted in lowering the cost of pur- 
chasing a starter home in most 
centres. The income required to pur- 
chase a home declined in virtually 
all CMAs during the second half of 
the year. At over 11 per cent, the 
_ largest reduction in required income 
was in Hamilton. 


St. John’s the most affordable 
CMA in Canada 


The per cent of renters who 
could afford to buy a typical starter 
home, increased the most in those 
centres which experienced declines 
in house prices in the past six 
months as well as lower annual 

heating costs and property taxes. 
For example in St. John’s, the price 
of a starter house declined about 

| 2.6 per cent. This 


continued on page 2 


HA 6354 CHM-92A 


CANADIAN HOUSING 


MARKETS 


Percent of Renters Who Can Afford to Buy a Home 


CENSUS 
METROPOLITAN 
AREAS (CMA) 


Victoria 
Vancouver 
Edmonton 
Calgary 
Saskatoon 
Regina 
Winnipeg 
Thunder Bay 
Sudbury 
Windsor 
London 
Kitchener 

St. Catharines-Niagara 
Hamilton 
Toronto 
Oshawa 
Ottawa 

Hull 

Montreal 
Trois-Riviéres 
Sherbrooke 
Quebec 
Chicoutimi-Jonquiére 
Saint John 
Halifax 

St. John’s 
Charlottetown 


* Revised due to updated data. 


FAMILY 


JULY-DEC. 


1991 


15.3 
peas 
46.5 
40.6 
92.8 
50.1 
49.9 
56.3 
38.5 
54.8 
38.0 
31.0 
37.5 
33.1 
aa 
35.1 
39.2 
45.9 
41.9 
45.0 
40.3 
92.3 
53.1 
46.2 
48.6 
96.4 
44.4 


SOURCES: CMHC, Statistics Canada 


FAMILY 
JAN.-JUNE 
1991 


12.5 
24.4 
42.8 
36.4 
475 
47.7 
47.9 
50.8 
Slate 
51.8 
33.4 
24.4 
32.1 
24.6 
21.8 
ete 
34.8 
43.7 
39.8 
42.4 
40.1 
51.0 
50.6 
43.5 
42.4 
44.4 
46.5 


CMHC 3°% SCHL. 


Helping to house Canadians 


NON- 
FAMILY 


JULY-DEC. 


1991 


5.9 
14.7 
30.4 
26.9 
43.8 
42.2 
36.1 
38.1 
24.5 
42.9 
21.6 
17.0 
26.0 
18.2 
16.7 
21.6 
22.3 
31.1 
a 
28.7 
Peas, 
31.1 
42.4 
39.0 
34.0 
56.0 
34.4 


NON- 
FAMILY 
JAN.-JUNE 
1991 


47 
11.4 
26.5 
22.9 
37.8 
39.9 
33.8 
Sie 
19.3. 
39.7 
17.8 
13.3 
20.9 
11.6 
12.0 
16.4 
19.3 
29.1 
20.1 
26.4 
22.7 
29.7 
39.9 
36.3 
28.4 
43.6 
36.0 


TOTAL 
JULY-DEC 
1991 


11.0 
22.0 
39.6 
34.3 
48.5 
46.4 
43.6 
49.8 
34.1 
50.1 
30.7 
20.8 
33.7 
27.4 
24.4 
31.2 
31.5 
41.0 
33.6 
39.0 
33.2 
43.6 
50.5 
44.3 
42.9 
96.4 
39.7 
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continued from page 1 factor combined 
with lower heating costs and un- 
changed property taxes, resulted in 
56.4 per cent of renter households 
being able to afford buying a home 
in December, 1991. This is a 12.0 
per cent change from the 44.4 per 
cent who could afford six months 

| ago and makes St. John’s the most 

affordable city in Canada. 

Other cities in which about 7 per 
cent more renters could afford to 
buy a home in December, 1991 
compared to June, 1991 include, 
Toronto, Hamilton and Oshawa. 

Price declines combined with 
lower interest rates resulted in close 
to one quarter of renters being able 
to afford a starter house in Toronto, 
about 27 per cent in Hamilton and 
31 per cent in Oshawa. 

These are also very significant im- 
| provements in the per cent of 
renters who can afford to buy a 
house since June, 1990 when Toron- 
to, Hamilton and Oshawa were 
some of the least affordable cities in 
the country. 

At that time only 7.2, 9.8 and 6.8 
per cent of renters were able to af- 
| ford to buy in these centres respec- 
|_ tively. 


Affordability improved the 
least in Quebec 

Affordability improved the least 
in CMAs in the province of Quebec, 
because of increases in the price of 
starter homes. During the past year 
provincial programs in support of 
first time buyers increased the 
demand for starter homes and also 
prices. In Quebec City 43.0 per cent 
of renters can afford a home, an in- 
crease of 1.3 per cent. In Montreal 
affordability increased almost two 
per cent to 33.6 per cent of renters 
being able buy a house. 


Victoria is the least affordable 


In all the other CMAs, the in- 
crease in the per cent of renters 
who could afford to buy varied be- 
tween about two and six per cent 
because of lower mortgage interest 
rates and either declining or stable 
prices. In spite of a moderate 2.0 
per cent increase in the number of 
renters who can afford to 11.0 per 
cent, Victoria is currently the least af- 
fordable CMA in Canada. In June, 
1990 Victoria was the second least 
affordable CMA in the country with 
7.8 per cent of renters having the re- 


Percentage of Total Renter Households Able to Buy a Starter House 


quired income to buy a starter 
house. In the past six months starter 
house prices remained relatively 
stable around $134,500 in Victoria. 
Annual average property taxes in- 
creased about 5.1 per cent while 
heating costs decline slightly. 


Affordability expected to 
remain unchanged 


In 1992, mortgage interest rates 
are forecast to decline slightly in the 
first half of the year. The price of 
resale homes are expected to in- 
crease around 5.0 per cent with 
most of the growth likely to occur 
in the second half of the year. Affor- 
dability is therefore expected to 
remain relatively unchanged in the 
first half of the year. Improved 
employment opportunities later in 
the year will further support first 
time buyers access to homeowner- 
ship in some CMA’s. 

CMHC’s indicator measures the 
relative affordability of starter 
houses by first-time buyers or renter 
households between the ages of 20 
and 44 in Census Metropolitan 
Areas. It is also assumed that renter 
households have a 10 per cent 
downpayment. @ 


per cent 

60 

50 

40 

30 
| 20 

10 

0 e 

| Victoria Vancouver Hamilton Toronto Oshawa Montreal 
| Jan.-Jun. Jan.-Jun. 
| WM Jul.-Dec. Wi Jul.-Dec. 
| 1990 1991 


SOURCE: CMHC. 


CMHC CANADIAN HOUSING MARKETS -—- JANUARY 1992 


PAGE TWO 


Why is rental housing produced in some cities 
and not others? 


espite an upbeat economy, 
'D tightening vacancy rates and 

the absence of rent controls, 
private rental production in metro- 
politan Vancouver was limited in 
the second half of the 1980s. By 
contrast over the same time period, 
there was an abundance of rental 
production in Montreal despite es- 
calating vacancy rates and rent con- 
trols. Both Vancouver and Montreal 
shared in gains in economic expan- 
sion and their rental markets were 
influenced by the same national in- 
terest and taxation environment. 
This invites the inevitable question, 
"Why is rental housing being pro- 
duced in some cities and not 
others?" 

In response to this concern, 
Canada Mortgage and Housing Cor- 
poration and the British Columbia 
Housing Management Commission 
commissioned Clayton Research As- 
sociates Limited* to conduct a study 
to explain the apparent contrast in 
performance of different rental mar- 
kets. The study investigated the per- 
formance of markets in Vancouver, 
Montreal, London, Winnipeg, and 
Calgary between 1985 and 1990 to 
explain what factors affect rental 
markets. 

The main difference between 
cities with little rental production 
and those with a lot was the cost of 
rental housing, and the resulting im- 
pact on the profitability of the in- 
vestment. Costs of production, 
particularly for land, were signifi- 
cantly higher in Vancouver. Other 
factors also affected the supply of 
housing, including the availability 
of alternative investments and their 
investment potential relative to rent- 
al housing, the possibility of syndi- 
cation for tax shelter purposes and 
the number of small investors and 
their motivation. 


* Authored by Clayton Research Associates 
Lud. in association with Jules Hurtubise, 
Economist and CitySpace Consultants Ltd. 
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In London and Winnipeg low 
costs, an abundant supply of land 
and limited demand for condomin- 
iums helped encourage developers 
to build rental housing, despite rent 
controls. A good supply of land, 
lower costs and small investors 
motivated by long term returns 
were the main reasons for rental in- 
vestment in Montreal. 

Calgary and Vancouver had low 
rental production for opposite 
reasons. Calgary had high vacancy 
rates and low rents which made 
rental production unattractive. Van- 
couver had increasing costs, par- 
ticularly for land, which could be 
supported by condominium devel- 
opment, but not by rental produc- 
tion. 


Small landlords 
drive rental 
investment in 
Montreal 


Montreal 


Some 50,000 rental units were 
created in Montreal by convention- 
al rental construction between 1985 
and 1990. An additional 6,500 new 
units came from non conventional 
sources (such as individuals renting 
houses and condominiums, and 
secondary suites in single family 
homes) over the same time period. 

The majority of rental construc- 
tion occurred between 1985 and 
1987, a period in Montreal when 
vacancy rates were falling and rents 
were increasing at rates greater 
than inflation. As vacancy rates 
began to rise in 1987, rental produc- 
tion did decline somewhat, how- 
ever, about 40,000 units were still 
produced between 1987 and 1990. 


Small landlords are the driving 
force for rental investment in 
Montreal and they are supported 
by considerably lower costs and a 
development process that keeps 
land flowing for rental production. 
Seventy five per cent of privately in- 
itiated rental construction in 
Montreal between 1985 and 1990 
was in buildings containing fewer 
than 20 rental units. 

Investment by small landlords is 
also motivated by long term returns 
according to a survey undertaken 
especially for this study. This point 
is important as it is the underlying 
reason for sustained (although at 
reduced levels) rental production in 
Montreal in spite of rising vacancy 
rates and deteriorating returns on 
investment in the post 1987 era. 
Rental investors in Montreal also 
perceive rental housing as a good 
investment vehicle vis-a-vis alterna- 
tives. 


See 
Abundance 


of land and low 
demand for 
condominiums 
spurred rental 
building in 
Winnipeg and 
London 


London and Winnipeg 


In London, more than 8,300 rent- 
al units were started between 1985 
and 1990. All of these units came 
from conventional sources of rental 
supply. This substantial increase oc- 
curred despite the fact that inves- 
tors knew that continued on page 4 
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continued from page 3 the buildings 
would be subject to rent control. 

Winnipeg, like London and 
Montreal, has also seen a substan- 
tial volume of rental production in 
the second half of the 1980s. Over 
8,000 rental units were started in 
Winnipeg between 1985 and 1990. 
This level of activity has also oc- 
curred in spite of the presence of 
rent controls. 

In both Winnipeg and London 
syndication for tax shelter purposes 
and developers building for their 
own portfolios contributed to the 
high level of conventional rental 
production. In both Winnipeg and 
London, the abundance of land and 
the lack of alternative investments 
in condominium were important in 
steering the developers to rental 
projects. 

Further, in Winnipeg govern- 
ment rental incentive programs sup- 
ported syndication and developers 
building for their own portfolios. 

A variety of programs such as the 
Canada Rental Supply Program 
loans, write downs of interest 
under the Winnipeg Core Area Pro- 
gram and land lease arrangements 
all propped up rental production, 


perating « 
Net Operating Income 
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SOURCE: Clayton Research Associates Ltd.: based on Information from CMHC and other sources. 


Investors expected attractive 
rates of returns in both London and 
Winnipeg, History has proven other- 
wise. Both now have large oversup- 
plies of rental housing and 
production has declined. 


SEs aes 
Rental 


investment 
still slow 
in Calgary 


Calgary 

In Calgary, in contrast to 
Montreal, London and Winnipeg, 
there was very little rental construc- 
tion in the second half of the 
1980s. This situation has arisen in 
spite of the fact that Calgary does 
not have rent controls and that the 
rental market tightened over the 
second half of the 1980s. Calgary 
developers were wary of rental in- 
vestment as a result of the down- 
turn. 

The severe downturn in the 
Alberta economy in the early 1980s 


resulted in 12 to 14 per cent vacan- 
cy rates and declining rents. It has 
taken a number of years for this 
situation to improve and vacancy 
rates in Calgary have recently risen 
to near 4 per cent. It is unlikely 
that significant numbers of new. 
rental projects will be built in the 
near future 


Vancouver 


The study confirmed that while 
there was very little conventional 
rental construction in metropolitan 
Vancouver in the second half of the 
1980s, non conventional sources of 
rental supply provided a substantial 
supply of additional rental housing. 
The latter added an estimated 
28,500 non conventional rental 
units to the supply between 1985 
and 1990, while conventional sour- 
ces added about 3,000 new private 
rental units. 

The lack of conventional rental 
construction in metropolitan Van- 
couver flowed from the unattractive 
economics of rental investment 
there. Despite the positive in- 
fluence of rising rents on rental 
economics in the second half of the 


1980s, increasing — continued on page 6 
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| COSTS AND INCOMES FOR AFFORDABILITY INDICATOR 


AVERAGE MONTHLY INCOME 
STARTER | MONTHLY TOTAL REQUIRED 

CENSUS HOUSE MORTGAGE ANNUAL ANNUAL CARRYING | TOCARRY 
METROPOLITAN PRICE COST TAXES HEATING cOsT MORTGAGE 
AREAS (CMA) $ $ $ | $ $ $ 

see ie syeoee ae suegee a eee wan vere ay see ev 
Vietoria 434,110 190,150 | 1,065 1,156 |2,013 1916 | 963 995 | 1,913 1,898 |49,250 52,430 
Vancouver 443.930 144,020 | 1,143 1,279 | 1,962 1,860 | 449 439 | 1,344 1,470 |50,410 55,140 
Edmonton 93,950 92230) 746 819 | 1,914 1,811 | 546 482 | 951 1,010 |35,670 37,870 
Calgary 409670 108,550 | 871 964 | 1,965 1,814 | 621 471 |1,087 1,184 |40,750 43,290 
Saskatoon 64,190 66250 510 588 | 1,500 1,428) 663 610 | 690 758 25,880 28,430 
Regina 61,450 57,910 | 488 514 | 1,715 1,657 | 642 599 | 684 702 |25,670 26,330 
Winnipeg 67.590 67,620 | 537 600 | 2,337 2189 | 624 717 | 800 843 |30,010 31,600 
Thunder Bay 89,520 88510 | 711 786 | 1,480 1520) 952 781 | 914 978 |34,270 36,660 
Sudbury 93,350  93,440'| 741 830° | 1,698 1,637"| 920 749" | 960 1,029" |35,990 38,570" 
Windsor 87.530 87,800} 695 780 | 1,679 1,598 | 642 578 | 889 961 |33,220 36,040 
London 115660 113910) 919 f,011 | 1,746 1,684 | 696 631 | 1,122 1,204 |42,080 45,170 
Kitchener 126,740 127,200 | 1,007 1,129 | 2,125 1,929 | 696 631 |1,242 1,343 |46,570 50,360. 
St Catharines-Niagara |103,110 104490 | 819 928 | 1,705 1,593 | 589 556 | 1,010 1,107 |37,880, 41,510 
Hamilton 427,190 133180 | 1,010 1,183 | 2,109 2057 | 685 621 |1,243 1,406 46,600 52,710 
Toronto 470,260 175,590 | 1,352 1,559 | 2,930 2,203 | 631 610 | 1,599 1,794 |59,970 67,260 
Oshawa 135,950 138,050 | 1,080 1,226 | 2064 1,930 | 621 589 | 1,304 1,436 |48,880 53,840 
Ottawa 421,990 122,810} 969 1,090 | 2869 2561 | 685 663 | 1,265 1,359 |47,440 50,970 
Hull 81,260 79960) 645 710 | 1,869 1,815 |1209 1,070 | 902 950 |33,820 35,640 
Montreal 93,650 91,140) 744 809 | 2,272 2,115 |1,477 1,049 | 1,031 1,073 |38/670 40,280 
Trois-Riviéres 61,900 59,550) 492 529 | 1,573 1,510 |1,263 1,113 | 728 747 |27,800 28,020 
Sherbrooke 73,390 66,730) 583 592 | 1,605 1,518 |1,205 1,049 | 825 806 |30,920 30,240 
Quebec 72,350 69,860) 575 620 | 1,952 1,847 |1,205 1,145 | 845 870 |31,690 32,610 
Chicoutimivonquiére | 60,750 59,510) 483 528 | 1,445 11928 |1,938 1,188 | 714 738 |26,790 27,680 
Saint John 62,850 63,320) 499 562 | 875 810 |1,184 1,295 | 667 738 |25,000 27,660 
Halifax 82,290 84,150 | 654 747 | 1,524 1,498 |1,027 1,145 | 866 962 |32,480 36,090 
St. John's 72,480 74,440) 576 661 | 894 893 |1\241 1,412 | 754 853 |28,260 31,990 
Charlottetown 73,810 66,808) 586 593 | 1,070 961 |1091 1,081 | 766 763 |28,740 28,405 
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* Revised due to updated data. 


SOURCES: CMHC, Statistics Canada & Energy, Mines & Resources 
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continued from page 4 costs, particular- 

ly for land, resulted in a poor in- | 
vestment environment for rental 
projects. A typical new convention- 
al rental project in Vancouver had | 
1) higher per unit costs, especially | 
for land 2) higher initial per unit in- 
vestment requirements, 3) lower | 
net operating income per unit as a | 
percent of total project costs, and 
4) generated substantial negative 
cash flow per unit for a consider- 
able period of time, as compared to 
elsewhere in the country. 

The booming condominium | 
market in the second half of the | 
1980s, along with the lack of pre- 
zoned land available for multiple | 
housing in metropolitan Vancouver _ | 
resulted in an escalation of the 
prices of land available for build- | 


ing. These higher prices could be | 
supported by the booming con- 
dominium market, but they | 


AFFORDABILITY INDICATOR (page 5) 


Potential First-Time Home Buyer: 
All income earning renter households, distinguished as either 
family or non-family, between the ages of 20 and 44, includ- 


ing core need. 


Average Starter House Price: 
The average starter house price is that of the NHA insured 
home which include the following house types; single, semi- 


detached, row, mobile and apartment condominium, NHA in- 


sured homes are typically purchased by young first-time 
buyers with less than 25 per cent downpayment The price 
was calculated on the average for each six-month period. 


Property Taxes: 
Average property taxes for a dwelling owned and occupied 
by its owner. Data are from Statistics Canada. 


Monthly Mortgage Cost: 

The monthly principal and interest payment ass¢ ociated with 
the average starter home price, assuming 10 per cent 
downpayment. The required mortgage insurance premium 
has been added to the mortgage balance. 


(613) 


Ottawa, Ontario KIA ORF. Tel: (613) 7 
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reduced the attractiveness of con- 
ventional rental housing invest- 

ment. Condominium developments | 
crowded out rental developments. 


Limited supply 
and high costs 
stall rental 
development in 
Vancouver 


Upon examination, it appears 
that the rental market trends in Cal- 
gary, Winnipeg, London and 
| Montreal are working in a manner 
consistent with theory. In general, 
agents appear to have reacted ra- 
tionally to market signals. 


Canailian Housing Markets is quarterly publication featuring CMHC affordability Indicator semi-annually, Enquiries regarding 
subscription shoul be directed to: Manager, Marketing & Communicatios 
8-202, Comments and requests for additional mformation may be 
referred to Sharon Ol, Manager. focal Markets Analysis. Market Andlysis Centre, Ottawa, Tel: (613) FAS-2582. 


With the exception of Van- | 
couver, rental markets in the other 
centres are currently in various 
stages of over supply ranging from 
| 3.7 per cent in Calgary to 7.2 in 
Montreal. Also, over the past year, 
| rents have increased at less than 
the rate of inflation in all these 
centres. These factors combined | 
with others such as high land costs 
in Vancouver have created market 
conditions that do not favour new 
rental investment in the short term. 

It is difficult to predict the longer- 

| term environment for new rental in- | 
vestment. Rents will have to rise | 
sufficiently to bridge the gap be- 
tween economic and market rents 
| in most markets. A key area where 
government has a significant im- 
pact on rental investment is 
through ensuring there is a suffi- 
cient supply of pre-zoned land 
available for development, @ 


Heating Costs: 

Average heating costs representative of a starter home. Data 
are from Energy, Mines and Resources and include the Goods 
and Services Tax 


Monthly Total Carrying Costs: 
Total of monthly payments required for principal, interest, 
average property taxes and heating costs. 


Income Required to Carry a Mortgage: 

The income necessary to service the mortgage payments at 
current interest rates, assuming a 32 per cent gross debt ser- 
vice ratio 


Mortgage: 

A three-year term closed morgage was assumed with a 25 
year amortization. An interest rate of 11 per cent was used for 
the first half of 1991 and 9.5 per cent for the second half 
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interest 


he risks and costs of financ- 
qT ing a home vary with the 

mortgage rate. Recent ex- 
perience with large swings in 
mortgage rates has interested bor- 
rowers in a variety of mortgage op- 
tions that can reduce the costs of 
financing a home. What are the 
best ways of minimizing mortgage 
costs? 

Any mortgage is made up of prin- 
cipal and interest payments. The 
homeowners objective in reducing 
the cost of a mortgage is to mini- 
mize the interest paid over the life 
of the mortgage. A mortgage of 
$100,000 will cost the borrower 
$158,309 in interest (at a 9.5 per 
cent rate) over a 25 year period 
making monthly payments. This 
cost can be reduced and the 
mortgage paid off faster by taking 
advantage of different repayment 
strategies. 

The biggest saving in a mortgage 
can be realized by changing from 
monthly payments to weekly or bi- 
weekly payments. The main ad- 
vantage in making bi-weekly pay- 
ments comes from the additional 
principal payments. The borrower 
actually pays the equivalent of one 
extra monthly payment each year. 
By paying half of the monthly pay- 
ment every two weeks, not twice a 
month, 26 payments are made 
each year rather than 24. The gain 
in this strategy is two-fold. First, 
the interest paid on the mortgage 


INHA 6354 CHM-92B 


is over $60,000 lower on a 
$100,000 mortgage, second the life 
of the mortgage is reduced from 
25 years to 19.1 years. This is 
shown in the graph. Many house- 
holds will hardly notice the extra 
payments as many employers pay 
bi-weekly and the mortgage pay- 
ments will correspond to the pay 
periods. 

Rounding the mortgage payment 
up to the nearest $25 can also lead 
to savings on the interest paid. 
Again, the extra payment is applied 
to the principal so the outstanding 
balance of the mortgage reduces 
faster. For a $100,000 mortgage at 
9.5 per cent the monthly payment 
would be $861.03 by making the 
payment $875.00 a month, over 
$11,000 in interest is saved and the 


Maximizing gains by minimizing 


life of the mortgage falls to 23.5 
years. Using this strategy and 
paying bi-weekly reduces the life 
of the mortgage to 18.3 years and 
saves almost $66,000 in interest. 
The savings from paying bi-weekly 
and rounding the mortgage pay- 
ment are shown in the table. (see 
page 8) 

Most lending institutions offer 
borrowers the opportunity to make 
lump sum payments on their 
mortgage once a year. These lump 
sums can be as much as 15 per 
cent of the loan value. While not 
everyone has the extra cash to 
make these payments, it is another 
strategy that will reduce the inter- 
est cost of a mortgage. These pay- 
ments reduce the principal faster 


and reduce the continued on page 8 
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Helping to house Canadians 


Canada 


Supply Available to Average Renter Households 
MAXIMUM 
CENSUS RENTER INCOME | AFFORDABLE | SUPPLY 
METROPOLITAN HOUSEHOLD 1991 HOUSE” AVAILABLE MOST PREVELANT 
AREAS (CMA) TYPE $ $ HOUSE TYPES 
Victoria Family 43,765 131,777 Ant Condo - 
Non-Family 35,109 | 105,714 
Total 40,328 121,431. 
Vancouver Family 56707 170,49 6S 
Non-Family | 47,236 2228 | 160 
Total | 52,199 7174 | WORE ee 
Edmonton Family 46,919 141,276 66.0 New Spite re Older Baeee 
Non-Family 39,385 118,589 50.0 Older Bungalow; Condo 
Total 43,839 132,002 61.0 New Split-level; Older Bungalow 
Calgary Family 48,988 147,504 60.1 Older 2 Storey; Older Split-entry 
Non-Family 42,055 126,629 47.5 Older Condo 
Total 45,915 138,252 54.8 Older 2 Storey; Older Bungalow — 
Saskatoon | Family | 43,301 130,380 90.0 | Bungalow — 
| Non-Family | 7757) 9 68r | a8 | ‘Bungalow 
| Total ~=sss| «40,691 | «122,523 «| «866 =| Bungalow 
Regina Family 39,994 ~ 120,423 : 664 | Bungalow 
| | Non-Family | 34829 | 104873 | 811 | Bungalow 
Total | 37,022 112,981 839 | Bungalow 
| Winnipeg Family 46,930 141,307 85.7 Bungalow; 2 Storey 
| Non-Family 39,818 119,895 77.9 Old Bungalow; 1 1/2 Storey 
Total 43,768 131,789 83.4 Bungalow; 2 Storey 
| Thunder Bay Family 49,960 150,433 70.0 Bungalow; 2 Storey; Split-level 
Non-Family 42,750 128,721 60.0 Older Bungalow; 1 1/2 & 2 Storey 
Total 47,418 142,778 67.1 Bung.; 2 Storey; pels Bal Aes 
Sudbury Family 42,856 129,041 | 469 Bungdiow, 
| Non-Family 38,237 | 115,133 | 349 | Bungalow ou ee 
Total 41,482 124,904 443 °°) Bungalow: 
Windsor Family | 57,339 172,649 796 | 2SeeyRanh 
Non-Family 47,121 | 141,884 69.6 | Ranch; Bungalow; 1 112 at 13/4 «Se . 
tol | 53,336 | 160,597 77.0 | Bungalow; 11/2&13/4Storey 
London Family 51,847 156,113 60.1 Split-level; Bungalow; 2 Storey 
Non-Family 42,033 126,563 39.6 Row Condo; Bung.; Semi-detached 
Total 47,820 143,987 52.8 Bungalow; Ranch; Split-level 
Kitchener Family 47,720 143,688 54.0 Condo 
Non-Family 40,409 121,675 72.0 Condo 
Total 45,122 135,864 61.0 Condo 
St. Catharines-Niagara Family 46,908 141,244 40.0 Bungalow 
Non-Family 40,278 121,279 26.0 Bungalow 
Total 44,787 134,856 34.0 Bungalow 
Hamilton Family 50,291 151,428 61.0 1 & 1 1/2 Storey; Townhouse 
Non-Family 40,875 123,077 34.0 1 1/2 Storey; Townhouse 
Total 46,686 140,573 1 & 1 1/2 Storey; Townhouse 
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Supply Available to Average Renter Households (cont’d) 


CENSUS RENTER SUPPLY 
METROPOLITAN HOUSEHOLD AVAILABLE 
AREAS (CMA) 


MOST PREVELANT 
HOUSE TYPES 


: “Condo Apt: Thouse”: Semi le er Bung, 
~ | Condo Apt.; Townhouse | 
4 | Condo Apt.; Townhouse; Schatachod 
. : Older Bungalow; Smaller 2 tee 
_ | Townhouse; Semi-detached — 
os ie Bes of 4 7 Older Bungalow; $maller2 Storey 
awa Family =| 85,030 165, 697 59.0 Bung.; 2 storey; Condo. Apt. SIAR: 


Non-Family 45,043 135,627 41.0 Bung.; 2 storey; Condo. Apt. & Thouse 

Total 50,683 152,608 52.0 Bung.; 2 storey; Condo. Apt & Thouse 
Hull Family 44,897 135,186 76.0 Semi-detached 

Non-Family 38,444 115,757 61.0 Semi-detached 

Total 42,908 129,199 72.0 Semi- detached 


poe a OA nee ore ee 
Sherbrooke Family “38,499 | 115,921 60.2, Older BOW eTBLaN Seer 
Non-Family 33,546 101,010 60.3 Older Bungalow; Condo 
Total 36,767 110,707 66.2 Older Bungalow 
Quebec Family 45,043 135,626 80.9 Bungalow; Condo 
Non-Family 38,013 114,458 65.1 Bungalow; Condo 
128,148 Bungalow; Condo 
125000 . Older Bungalow 
| Older Bungalow 
| Older Bungalow — 
OF 212 Storey, psig 
0 | NewSpiit-entry 
oF | iota | 33667 | 73.0 | NewSplit-entry : 
“Halifax Family “43669 | 131,488 =| +702 Bungalow; Split- evel, errr 
Non-Family 39,491 118,910 59.2 Bungalow; Split-level; 2 Storey 
Total 42,122 126,830 65.8 Bungalow; Split-level; 2 Storey 
St. John’s Family 46,722 140,682 84.4 Newer Split-level 
Non-Family 46,290 139,382 83.7 Newer Split-level 
Total 46,593 140,292 84.4 Newer Split-level 
| pearotiown 9 | Family; = | 40950 | (123,501 «=| «656 Bungalow; 1 1/2 Storey 
p  -—sts—<—™sSsSSNnromily | 97758 213,601 «=| «57.7 | Bungalow; 1 1/2 Storey 
Total > 30068 | 120,087 65.2 | Bungalow; 1 1/2Storey 


* Calculated with interest rates of 9.5 per cent 
** Thouse refers to townhouse and appears throughout this table where space dictates. 
SOURCES: CMHC, CREA, Statistics Canada, and Energy, Mines & Resources 
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Lower interest rates increase supply 


for renters 


fall in interest rates during 

the latter stages of 1991 

and early 1992 led to an 
increase in the supply of resale 
houses renters can afford to buy in 
all Census Metropolitan Areas 
(CMAs). Despite this, there still 
remains a wide diversity in the 
supply and type of housing avail- 
able among CMAs. Higher priced 


markets such as Vancouver, 


Toronto, and Victoria, offer first 
time buyers a more limited supply 
of housing types, while markets 
like Saskatoon and Regina have a 


wide choice. 


Reduced 
financing 
cost leads 
to higher 
affordable 
iDIICeS: 


The average rate for a 3 year 
term mortgage fell from 11.5 per 
cent to 9.5 per cent from Decem- 
ber 1991 to March 1992. This 
reduced the financing costs of 
home ownership and led to higher 
affordable prices for most renters. 
The maximum affordable house 


price is calculated from the 
average income of renters using 
the cost of carrying a mortgage 
based on a 10 per cent downpay- 
ment and the average 3 year term 
mortgage rate. Allowances for 
average residential property taxes 
and heating costs for a typical 
starter home are also included in 
the calculation. 

Despite an improvement in the 
share of MLS* listings available to 
potential home buyers in British 
Columbia, the choice of house 
types is still limited to multiple 
units because of higher prices for 
single detached housing. Similarily, 
in Toronto the average renter has 
access to about 28 per cent of the 
resale supply, which includes 
mostly condominium apartments, 
rowhouses, and semi-detached 
units. In contrast, renters in 
Windsor and Thunder Bay have a 
wider range of single detached 
houses to choose from because of 
lower prices in these centres. 

In Quebec, renters continue to 
have access to about two-thirds of 
resale listings. Renters could afford 
to buy over 60 per cent of the 
houses listed in all CMAs in 
Quebec. In most centres some type 
of detached housing unit is affor- 
dable. Oversupplied housing 
markets in Quebec have kept 
prices low. 

The Prairie and Atlantic provin- 
ces offer first time buyers the 
largest selection of homes. Listings 
accessible to renters range from 
54.8 per cent in Calgary to 84.4 per 


cent and 86.6 per cent in St. John’s 
and Saskatoon respectively. Weak 

| demand for housing in the Prairies 
and the Atlantic provinces has 
prevented prices from increasing. 


Largest 
choice 
of homes in 
the Prairie 
and Atlantic 
provinces. 


Affordability of housing will 
remain stable or decrease slightly 
as the economy enters a recovery 
phase in 1992. The recovery will 
lead to increases in house prices 
and a slight increase in interest 
rates. These factors coupled with 
limited income growth and in- 
creases in property taxes and heat- 
ing costs will slightly reduce 
renters access to housing over the 
coming year.m™ 


* Multiple Listing Service (MLS) is a 
registered certification mark owned 
by The Canadian Real Estate 
Association. 
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British Columbia leads recovery in 1992 


conomic recovery will lead 
= to stronger housing 
markets for most regions 
of Canada by the end of 1992. The 
recovery will be weak at the begin- 
ning of the year and become 
stronger as the year progresses. 
This will lead to an improved per- 
formance of the housing sector 


compared to 1991. 


Vancouver moves to 
number one 


B.C. will lead provincial housing 
markets in 1992 because of 
stronger economic conditions. Van- 
couver is expected to become the 
number one housing market in 
Canada, leading all markets in 
prices and sales of existing homes, 
with only Toronto expected to 
have a higher level of starts. Prices 
in Victoria will also show a solid in- 
crease in 1992, with sales forecast 
to increase slightly. Both Victoria 
and Vancouver will have signifi- 
cant increases in housing starts and 
prices of new, single homes. 


Modest 
recovery 


for Prairies 
ie 2. 


The Prairie provinces are ex- 
pected to begin a modest recovery 
| in 1992, following a weak year in 
1991. Edmonton and Calgary will 
continue to record steady increases 
in prices, sales, and starts sup- 
ported by moderate improvement 


in the provincial economy. Regina 
should benefit from some large 
employers moving into Saskatch- 
ewan. Prices, sales and starts are 
expected to improve. Sales and 
starts in Winnipeg are expected to 
show some growth, while prices 
will increase only slightly. Despite 
the increase in housing activity, 
Manitoba and Saskatchewan are 
still low. 


Continued weak conditions 
in Southern Ontario 


Moderate economic growth in 
Ontario will lead to a mixed perfor- 
mance of the major centres in the 
province. Sales of existing homes 
are forecast to improve steadily, 
while prices will post small in- 
creases. Sudbury and Thunder Bay 
are expected to post among the 
largest increases. Toronto and 
Oshawa will be the exceptions 
where both sales and prices will 
decline. The strengthening 
economy will help starts to 
rebound strongly while the price 
of new units will vary by centre in 
1992. In some centres the decline 
in new home prices will be due to 


the building of smaller, cheaper 
units targeted at first time buyers. 

Fragile economic conditions in 
Quebec and an over supply of 
housing led to a weak perfor- 
mance in the housing sector in 
1991. A gradual recovery in the 
provincial economy is expected to 
begin in 1992. The existing home 
market is forecast to improve in 
1992 with sales increasing in all 
centres and prices rising in all 
centres except Hull. Prices of new 
units will increase moderately in 
all cities while the number of starts 
will fall everywhere except 
Montreal. The end of the new 
home ownership program will 
cause a fall in starts. A rebound in 
the resale market will reduce the 
oversupply of housing. 

A slow recovery should begin in 
the Atlantic provinces in 1992 and 
help stabilize housing markets. 
Starts will increase in all major 
areas except Halifax and prices for 
new homes will rise slightly in all 
centres except Saint John in 1992. 
Sales and prices for existing homes 
are expected to continue improv- 
ing in most markets in 1992. 


Total housing starts — selected CMAs 


1990-1992 


starts (000s) 
25 


20 


15 


10 


Vancouver 


Calgary 


Toronto 


HB 1992f 


Montreal Halifax 


SOURCE: CMHC 
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Economic and Housing Market Indicators 


SINGLE SINGLE 3 UNIT 
NEW NUMBER MLS STRUCTURES 
CENSUS TOTAL HOUSE OF MLS AVERAGE VACANCY RATES 
METROPOLITAN TOTAL HOUSING PRICE SALES APR. OCT. 
AREAS (CMA) EMPLOYMENT STARTS $ (RES.) % % 


Victoria 1990 | 124,700 2,588 221,930 (6080 | | 17200 | Oo 
1991 | 127,300 | 21 | 2129 | -177| 201560 | 92 | 6596 | 404) 191800 | 70, 44 | o 

1992*| 130,900 | 28 | 2550 | 19.8] 221,700 | 10.0 | 8,700 | 1.9 | 201,000 | 4. 

Vancouver 1990 | 789,000 17,970 350,860 19,795 267,800 

| 1991 | 813,000 | 3.0 | 14,769 | -178| 324670 | -7.5 | 32,103 | 62.2 | 264,080 

1992*} 833,000 | 25 | 18,000 | 21.9| 340,000 | 47 | 34660 | 8.0 | 290,490 


Edmonton 1990 | 367,000 | 5,921 161,270 | “994 | | moa | 26 a 
1991 | 370,000 | 08 | 4,284 a8 173,270 | 74 | 11,086 |170) 114980 | 44) 85 | 25 | 
1992"| 375,000 | 14 | 5700 | 331} 180,200] 40 | 12,400 | 66| 120500 | 48| 

Calgary 1990 | 361,000 7,004 169,900 15,625 127,530 
1991 | 362,900 | 05 | 4,750 | -322/ 176870) 4.1 | 15597 | -0.2 | 126,950 
1992"| 368,400 | 1.5 | 6,000 | 263| 181,000 23 | 16800 | 7.7| 134,000 | § 

Saskatoon 1990 | 85,000 | ato 119,310 172280 MeO i 
1991 | 85,000 | 0.0 | 305 | -25.6| 126,050; 56 | 2433 | 67 | 75,050t} 13] 8. 
1992"| 86,000 | 12 | 465 | 525| 120140| -47 | 2600 | 69| 76550t| 2 

Regina 1990 | 90,600 471 135,430 2,453 | - 71,420t 
1991 | 89,400 | -1.3 189 | -59.9| 124,240] -83 | 2,429 | -1.0 | 68,810t 
1992"} 90,400 | 14 425 | 124.9] 135000 | 87 | 2650 | 91) 72,000t 

Winnipeg 1990 | 312,000 2,147 118,950 8481 | | BO 


1991 | 304,000 | -26 | 1,349 | -372/ 120940 92] 8559 | 151 84430 | 0, 


1992"| 308000 | 13. 1,700 | 2601 132000 1.6 9,300 87 | 85.000 | 
Thunder Bay 1990 62,500 629 179,510 1,121 102,090 

1991 60,800 | -2.7 771 | 22.6} 163,140 | -9.1 1,255 | 12.0 | 103,760 

1992*| 61800 | 1.6 549 | -28.8| 180,000 | 10.3 1,343 | 7.0 | 109,570 
Sudbury 1990 61,300 1,468 152,890 (2009. 107520 | 


1991 | 61,000 | 05 | 1758 198] 167900 32 1 207m | 311 o4eo | 

1992"| 61,700 | 11 | 1,700 | 33] 189,700) 12 | 2275 | 99| 118,200 

Windsor 1990 | 122,700 1,588 193,930 3,949 104,840 
1991 | 116,100 | -54 | 1,279 | -195| 194,240} 02 | 4427 | 12.1 | 104,100 

1992"| 119,000 | 25 | 1,550 | 21.2] 197,000} 14 | 4650 | 5.0| 107,000 

London 1990 | 160,200 2,905 227,430 5,466 134,910 
1991 | 163,700 | 22 | 2,350 | -19.1| 227820] 021 6007 | 99| 134,550 

1992*| 166,000 | 14 | 2400 | 21] 238000; 45 | 6300 | 491 138.600 

Kitchener 1990 | 176,700 2,981 248,570 3,501 159,720 
1991 | 174,800 | -1.1 | 2,131 | -28.5) 221,230 | -11.0 | 3579 | 22] 155,200 

1992"| 177,000 | 1.3 | 2,775 | 30.2] 220,000] -o6 | 3,500 | -22| 158,000 

St. Catharines-Niagara 1990 150,700 2,506 199,040 2,460 135,820 
1991 | 145,000 | -38 | 1,357 | -458/ 194930 / -21 | 2505 | 261 134,890 

1992") 146900 | 13 | 1,760 | 29.7} 194,000) -05 | 2900 | 1491 136,900 

Hamilton 1990 | 316,400 2,969 268,470 7,116 165,740 
| 1991 | 296,500 | -6.3 | 2,498 | -15.9/ 278030 | 36 | 7,881 | 1081] 160,950 
1992"| 298,000 | 0.5 | 3,300 | 321/ 270,000] -29 | 9000 | 142! 162000 
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Economic and Housing Market Indicators (cont'd) 


CENSUS 
METROPOLITAN 
AREAS (CMA) 


Sec a ee 


101,000 
99,000 
100,000 


134,500 
138,100 
141,000 


52,900 
53,500 
53,300 


294,200 
291,900 
291,900 


“54,000 | 
54,000 
54,500 
161,000 | 
160,000 
73,900 
73,000 
70,500 
24,750** 
23,850 
24,000 


5 Saint John 


SS 


St. John’s. ~~ 4990 


a 9901 
1992* 


* Forecast by CMHC 

** Estimated from PEI labour force. 

t Average MLS price 

SOURCES: CMHC, Statistics Canada, local real estate boards 
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HOUSING 
STARTS 


SINGLE 
NEW 
HOUSE 
PRICE 
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NUMBER 
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~ 80,720 
83,330 
86,250 


.3.| 110,200 
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88,940 
91,120 
91,000 


96,300 


AVERAGE 


: 210,000 - 
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continued from page 1 amount of inter- 
est paid. Making payments of 
$5,000 each year, on the 
$100,000 mortgage, will result in 
the mortgage being paid off in 
about 10 years. 

The final strategy borrowers can 
employ is probably the most dif- 
ficult. Choosing appropriate 
renewal terms for a mortgage can 
minimize the interest paid, even 
though it will not reduce the life 
of the mortgage. To take ad- 
vantage of this strategy the bor- 
rower must be able to read current 
market conditions as well as an- 
ticipate future conditions. Choos- 
ing shorter or longer terms 
depending on the expected 
change in rates can reduce the in- 
| terest paid on a mortgage. The 
problem here is to be able to as- 
| sess the future conditions. The 
| choice of terms will depend on 
| where the interest rate cycle is at 


Household Income: 


| income above core need income thresholds. Core need income 
| thresholds are the eligibility income levels for NHA social housing 


programs. 


Renter Household Types: 


SUPPLY INDICATOR (pages 2 & 3) 


Average income of private renter households aged 20 to 44 and with 


| Renter households are either classified as a non-family household 
| which includes households of one or more unattached persons or 
| family households which include at least one economic family. An 


the time of renewal and what the 
rate of change of the cycle is ex- 
pected to be. There are no rules of 
thumb that really apply to this op- 
tion as market conditons can 
change rapidly. This has been seen 
in 1991 when rates were high at 
the beginning of the year, but by 
the end of the year had dropped 
more substantially than most 
analysts had forecast. 

Many of the repayment options 
presented here are easily 


interest savings on a $100,000 mortgage for different 


repayment options 


Total Total 
Periodic Principal _ Interest Life of Interest 

Payment Paid Mortgage § Saved 

Monthly 861.03 100,000 158,309 25.0 0 
Bi-weekly 430.51 100,000 97,693 19.1 60,346 
Monthly (rounded) 875.00 100,000 147,026 23.5 11,283 
Bi-weekly (rounded) 437.50 100,000 92,372 18.3 65,937 


Note: The results presented in this table are based on a 9.5 per cent interest rate and a 25 year amortization period. 


(pages 6 & 7) 
Total Employment: 


Most Prevalent House Type: 
The house types most often listed in the supply of listings. The house 


types are not exclusive of other house types that could also be in- 
cluded in the supply available. 


ECONOMIC & HOUSING MARKET INDICATORS 


Total employment is the number of people employed in the CMA 
across all industries in a particular year. 


employed at low cost to the bor- 
rower, but yield large savings. Not 
all borrowers may be able to make 
lump sum payments, but may be 
able to handle making bi-weekly 
payments or rounding up the 
mortgage payment. Taking ad- 
vantage of these options can 
reduce the interest cost of a 
mortgage in the long run and that 
means more money in the bor- 
rowers own pocket.m™ 


economic family is defined as a group of related individuals sharing a 
common dwelling unit. Total household refers to all households, fami- 
ly and non-family. 


Maximum Affordable House: 

Maximum price a household could afford based on its income and as- 
suming a 32 per cent gross debt service ratio to service the mortgage 
payment at the current mortgage rate and a 10 per cent down pay- 
ment. Average property taxes and average heating costs are included. 


Property Taxes: 

Average municipal property taxes for a dwelling owned and occupied 
by its owner. Data are from Statistics Canada and are averages for all 
types of housing. 

Heating Costs: 

Average heating costs representative of a 1,200-1,400 sq.ft. starter 
home. The cost is based on the principal fuel type for the CMA. 
Supply Available: 


The per cent of MLS listings at and below the maximum affordable 
house price. 


PAGE EIGHT 


Total Housing Starts: 
Total housing starts is defined as the total number of starts for all hous- 
ing types for the year. 


Average Absorbed, Single New House Price: 
The average single, occupied, new house price is defined as the 
weighted average price of absorbed single units for the year. 


Number of MLS Sales (residential): 
The number of residential MLS sales is defined as the total number of 


sales for all types of residential dwellings sold through the MLS service 
for the year. 


Average Single House MLS Price: 
The average single house MLS price is the weighted average price of 
single family homes (listed through the MLS service) for the year. 


Three-Unit Structures Vacancy Rate: 

The three-unit structure vacancy rate is the overall vacancy rate 
reported in the Rental Market Survey for both April and October. This 
would include both rowhouses and apartments. 
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Lower interest rates enable first-time . 


p ey 
— £3 


buyers to afford higher priced homes _ a 


n the first half of 1992, the per 2 
L PonmOricntcr oho could Per Cent of Renters Who Can Afford To Buy A Home: | Se 
afford to buy a home improved i a “SY 
Sy hI 
slightly or remained stable in over CENSUS TOTAL | 
two-thirds of the Census Metropol- METROPOLITAN JAN.-JUNE | JULY-DEC. | JAN.-JUNE | JULY-DEC. | JAN.-JUNE | JULY-DEC 
itan Areas (CMA’s) in Canada. This eb Aral od me 
was due to continued low mortgage 11.0 
interest rates and increases in 920 
household incomes. 396 
The average price of all existing 
34.3 
resale homes insured under the _ 
| National Housing Act (NHA) is oe 48.5 
| viewed as representative of what Reg 46.4 
| first time buyers are purchasing Winnipeg 43.6 
| and is used as the price for the Thunder Bay 49.8 
affordability indicator. A com- Sudbury 34.4 
_ parison of the average NHA price Windsor 50.1 
between the last half of 1991 and 30.7 
the first half of 1992 showed an in- 
crease in price in about two-thirds 25.8 
of the CMAs. In many markets the 33.7 
_ average price increased because a 274 
_ greater number of larger, higher 94,4 
quality homes were sold, rather “Ochawa 312 
_ than eve actual increases in Onan 315 
house prices. However, some 
markets did experience a rise in ca BLS 
_ house prices. Montréal 33.6 
Low mortgage interest rates have Trois-Riviéres 39.0 
. significantly reduced the cost of § . 30.2 
buying a house and enabled con- 43.6 
sumers to afford higher priced 50.5 
homes. This contributed to the rela- 44.3 
tive stability in the number of 
ot t 42.9 
renters who could afford starter eet 
homes. Ste NS i ape : 56.4 
_ The three year term mortgage - Charlottetown & 45.9 4 444 355 34.4 40.9 39.7 
rate has fallen continued on page 6 SOURCES: CMHC, Statistics Canada 
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New CMHC program enables more 
become home owners 


* n February 3, 1992 Canada 
6 Mortgage and Housing Cor- 
poration (CMHC) lowered 
the minimum downpayment require- 
ment to 5 per cent from 10 per cent 
to qualify for a NHA insured 
mortgage. The purpose of the First 
Home Loan Insurance program is to 
assist potential first-time buyers 
who experience problems saving 
for the initial down payment, but 
are willing to substitute non-housing 
debt for housing debt to achieve 
home ownership. 

This article compares the impact 
of a 5 per cent downpayment ver- 
sus a 10 per cent downpayment on 
the per cent of renters who can 
afford to buy a starter home in a 
number of cities in Canada. 

The calculation for determining 
the relative affordability of renters 
based on a 5 per cent downpay- 
ment also assumes a 5 year mort- 
gage interest rate and a 35 per cent 
gross debt service (GDS) ratio. 
These are the only assumptions 


that are different from CMHC’s af- 
fordability indicator which assumes 
a 10 per cent down payment, a 
three year mortgage interest rate 
and a 32 per cent GDS ratio. The 
assumptions for a starter home 
price, a 25 year amortization 
period, average heating costs for a 
starter home and an average resi- 
dential property tax for the CMA 
were not changed. The 5 year inter- 
est rate and 35 per cent GDS are 
used with the 5 per cent downpay- 
ment as these are provisions of the 
First Home Loan Insurance Program. 

The table shows that a 5 per 
cent down payment and the sub- 
stitution of housing debt for non- 
housing debt results in an increase 
in the number of potential renter 
households who can afford a 
home in all the Census Metropol- 
itan Areas (CMA). 

By the end of May,1992, about 
25,000 first-time buyers were able 
to access home ownership as a 
result of this new program. 


renters to 


The First Home Loan Insurance 
program will be in effect for two 
years at which time it will be 
reviewed to confirm whether it is 
meeting the policy objectives. ™ 


Impact of 5% and 10% 
Downpayments on Renter 


SOURCE: CMHC 


More balance in rental markets in the 1990s 


| | ith the exception of B.C. and 

Alberta, markets for rental 

apartments have been weak- 
ening in various regions of Canada 
since the mid 1980s. Vacancy rates 
are higher in the Atlantic provinces, 
Ontario, and Quebec, as well as in 
Manitoba and Saskatchewan. Rent 
increases have also been the weakest 
in these provinces. In fact, after ad- 
justing for inflation, rents have been 
declining in real terms in these 
provinces since 1989. 

This article looks at regional dif- 
ferences in the availability of pri- 
vate rental units and rents being 
charged, reviews some of the 
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causes of these differences and 
provides an outlook for the ex- 
pected performance of rental 
markets over the next ten years. 
What factors influence the perfor- 
mance of rental markets at the 
local level? The strength of the 
regional economy, job creation, 
migration, the number of house- 
holds formed in those age groups 
who typically rent rather than own 
and the cost of homeownership 
versus the cost of renting, all have 
a strong influence on the demand 
for rental apartments. The supply 
of rental units is affected by the 
demand, the availability of land, 


a PEEL YD 2 


financing costs of new rental build- 
ings and the expected return on in- 
vestment. 


B.C. markets have few 
vacancies and highest 
rents 


Since the 1982 recession, B.C. has 
experienced significant economic 
growth, increases in jobs and 
strong international and inter- 
provincial migration. All these fac- 
tors have led to a high demand for 
rental housing. However, develop- 
ers have been building a smaller 
number of rental 
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Households 

% Who Can Afford to Buy a Starter 
Home 

CMA 5% Down 10% Down 
Victoria 9.3 8.7 
Vancouver Ziel 20.5 
Calgary 36.0 35.0 
Saskatoon 49.7 48.6 
Toronto 28.3 27.4 
Windsor Site 50.5 
Hull 42.5 414 
Montreal 36.6 35:2 
Saint John 44.9 43.9 
St. John’s 54.3 53.4 


continued on page 3 


Two 


ninued from page 2 units because of 
in inadequate supply of zoned 
land, high construction costs, and 
lower rates of return for rental 
projects compared to alternative 
types of investment 

This has meant that there is an in- 
sufficient number of rental units in 
the major centres in B.C. which 
report some of the lowest vacancy 
rates in the country. Victoria's 
vacancy rate for all two-bedroom 
apartments has been below 1.0 per 
cent since October 1986. This low 
supply has allowed real rents (a 
real rent is the dollar value of the 
rent after adjusting for inflation) to 


increase 


Vacancy rates, real and 
nominal rents — Victoria 
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SOURCE: CMHC and Statistics Canada 

NOTE: Rents and vacancy rates are for 2 bedroom units 
In buildings with six or more units. 1986 |3 used as the 
base year for real rents. 


Weak economies 
contribute to weak rental 
markets in Saskatchewan 
and Manitoba 


In the Prairie Region, the Alberta 
economy has performed the 
strongest. Diversification in energy. 
forestry and petro-chemical in- 
dustries has enabled the province 
to create jobs and attract immi- 
grants. This has had a positive ef- 
fect on the demand for rental units 
and vacancy rates have been 
declining in many markets since 
1987. 

There has been a low demand 
for housing in Manitoba and 
Saskatchewan. Excess supply and 
low prices for wheat along with 
low demand and prices for mining 
products in world markets have 
caused weak economic conditions 
Out-migration coupled with limited 
job creation led to rising vacancy 
rates in the two provinces since the 
mid-1980s. In Winnipeg, overbuild- 
ing has also contributed to the rela- 
uvely high vacancy rates. As a 
result, rent increases have been 
well below the rate of inflation. In 
1990 real rents actually declined in 
Winnipeg. In both provinces, an 
over-supply of rental units has 
limited new construction 


Improved availability of 
apartments for rent in most 
Ontario centres 

Like B.C., Ontario experienced 
strong economic growth during the 
second-half of the 1980s. High 
levels of employment and migra- 


—i ____ 
Vacancy rates, real and 
nominal rents — Winnipeg 
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SOURCE: CMHC and Statistics Canada 
NOTE: Rents and vacancy rates aro for 2 bedroom units 
In buildings with six or more units. 1986 Is used as the 
base year for real rents. 


tion to Ontario's cities as well as 
high house prices led to a strong 
demand for rental housing. 
Demand outpaced supply and in 
most centres, apartment vacancy 
rates remained below 2.0 per cent 

However, since 1990 the avail- 
ability of apartments has been im- 
proving because of declines in 
employment and improvements to 
affordability of home ownership, 
doubling up of households and 
migration to other provinces with 
better job opportunities. 

In London, there has been an 
overbuilding of rental housing. As a 
result, by October 1991 the two- 
bedroom apartment vacancy rate 
had increased to over 4.0 per cent 


continued on page 4 
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continued from page Controlled by 
the provincial government's rent 

| control legislation, rents in Ontario 
| have increased at about the rate of 
| inflation in most centres, Real rents 
| in London have generally been 

| declining due to the oversupply 

| condition. 

| 
|\——————__________ 
| Vacancy rates, real and 
nominal rents — London 
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SOURCE: CMHC and Stal/stics Canada 

NOTE: Rents and vacancy rates are for 2 bedroom units 
in buildings with six or more units. 1986 Is used as the 
base year for real rents. 


Quebec rental markets are 
overbuilt 


Many Quebec rental markets are 
suffering from high vacancy rates 
because of a combination of fac- 
tors such as limited job creation, 
out-migration, overbuilding and 
government programs (recently ter- 
minated) that encouraged home 
ownership. High vacancy rates 
have also led to limited annual 
changes in rents. In fact, real rents 
have been decreasing in Quebec 
City. The vacancy rate in Quebec 
City has stabilized in the last few 
years, but ata relatively high level 


Economic conditions in the Atlan- 
tic provinces have been weak for 
most of the 1980s as well as the 
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early 1990s. Declining fish stocks 
and low commodity prices have 
hampered economic growth. This 
led to limited increases in employ- 
ment and fewer people moving to 
Atlantic Canada. However, rental 
markets adjusted to the lower 
demand with lower levels of new 
construction. Similar to Quebec 
City, this led to stable but high 
vacancy rates which were followed 
by declines in real rental rates 
Over the next ten years, changes 
in the Canadian population and 
economic recovery are expected to 
lead to increased demand for rental 
housing. Although a decline of 
about 9 per cent is projected in the 
25 to 34 age group, many of whom 
are renters, and a 4 per cent in- 
crease in the 15 to 24 year age 
| group (typical renters), there will 
be an increase in those aged be- 
n 55 and 64 and those over 65 
by about 
tively. These older age groups 


twe 


and 28 per cent respec- 


show a greater tendency to rent 


Vacancy rates, real and 
nominal rents — 
| Quebec City 
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| NOTE: Rents and vacancy rates are for 2 bedroom units 
| in bulidings with six or more units. 1986 Is used a3 the 

| base year for real rents. 
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Vacancy rates, real and 
nominal rents — Halifax 
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‘SOURCE: CMHC and Statistics Canada 
NOTE: Rents and vacancy rates are for 2 bedroom units 
in bulldings with six or more units. 1986 Is used as the 
base year for real rents. 
rather than to own which should of- 
fset some of the lower demand 
created by fewer younger 
households. | 
The increase in demand from | 
older renters could offset the cur- . 
rent oversupply in many rental 
markets, provided that construction 
of new units is limited. The oppor- 
tunity for construction of additional 
new priyate rental housing would | 
depend on the demand/ supply 
balance in each region and the ex- 
pected rates of return on rental 
projects compared to other types of 
investment. In regions with a | 


limited supply of affordable private 
apartments there has also been an 


increase in competition for tenants 


from more affordable unconvention- 
al forms of rental accommodation 
such as basement suites etc.,. These 
demographic and market factors 
will result in fewer new private rent- 
al units being constructed in the 
1990s, compared to the large num- 
bers of units built in Canada during | 


the 1970s and early 1980s. | 
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COSTS AND INCOMES FOR AFFORDABILITY INDICATOR 


AVERAGE MONTHLY INCOME 
STARTER MONTHLY. TOTAL REQUIRED 
CENSUS HOUSE MORTGAGE ANNUAL ANNUAL CARRYING TO CARRY 
METROPOLITAN PRICE COST TAXES HEATING COST MORTGAGE 
AREAS (CMA) $ $ $ $ $ 
oso see om ee Catal CES oa Suse can Seats oan roe 
Victoria 150,740 184,110 | 1,199 1,065 | 2,018 2013 | 963 963 | 1,447 1,313 |54,270 49,250 
Vancouver 158,660 143,930 | 1,262 1,143 | 1,962 1,962 | 449 449 | 1,463 1,344 |54,870 50,410 
Edmonton 96,630 93,950} 769 746 | 1,914 1,914 | 546 546 | 974 951 36,510 35,670 
Calgary 110,640 109/670 | 880 871 | 1,965 1965 | 621 621 | 1,096 1,087 |41,090 40,750 
Saskatoon 65,740 64,190 | 523 510 | 1,500 1,500 | 663 663 | 703 690 |26,370 25,880 
Regina 63,060 61,450 | 502 488 | 1,715 1,715 | 642 642 | 698 684 |26,180 25,670 
Winnipeg 68,990 67,590 | 549 537 | 2,337 2337 | 824 6824 | 812 800 }30,460 30,010 
Thunder Bay 94.950 89,520 | 755 711 | 1,480 1,480 | 952 952 | 958 914 |35,930 34,270 
Sudbury 98,730 93,350 | 785 741 | 1,698 1,698 | 920 920 | 1,004 960 |37,640 35,990 
Windsor 89,260 87,530 | 710 695 | 1,679 1,679 | 642 642 | 904 889 |33,880 33,320 
London 114,900 115,660 | 914 919 | 1,746 1,746 | 696 696 | 1,118 1,122 |41,910 42,080 
Kitchener 121,530 126,740 | 967 1,007 | 2,125 2125 | 696 696 | 1,202 1,242 |45,070 46,570 
St. Catharines-Niagara |100,880 103,110 | 803 819 | 1,705 1,705 | 589 589 | 994 1,010 |37,260 37,880 
Hamilton 427,090 127,180 | 1,011 1,010 | 2,109 2109 | 685 685 | 1,244 1,243 |46,640 46,600 
Toronto 163,740 170,260 | 1,303 1,352 | 2,330 2,430 | 631 631 | 1,549 1,599 |58,100 59,970 
Oshawa 130980 185,950 | 1,042 1,080 | 2,064 2,064 | 621 621 |1,266 1,271 |47,460 48,880 
Ottawa 124,030 121,990 | 987 969 | 2,869 2,869 | 685 685 | 1,283 1,265 [48,110 47,440 
Hull 83,460 81,260 | 664 645 | 1,869 1,869 |1,209 1,209 | 920 902 |34;520 33,820 
Montreal 92,970 93,650 | 740 744 | 2,272 2,272 \4,177 1,177 | 1,027 1,031 |38,510 38,670 
Trois-Rivieres 61,690 61,900 | 491 492 | 1,573 1,573 1,263 1,263 | 727 728 27,260 27,300 
Sherbrooke 70,780 73,390 | 563 583 | 1,605 1,605 |1,295 1,295 | 805 825 |30,180 30,920 
Quebec 73,220 72,350 | 582 $75 | 1,952 1,952 1,295 1,295 | 853 845 |31,990 31,690 
Chicoutimi-Jonquiére | 61,430 60,750 | 489 483 | 1,445 1,445 |1,338 1,338 | 721 714 27,020 26,790 
Saint John 66,610 62,850 | 530 499 875 875 |1,184 1,134 | 697 667 |26,150 25,000 
Halifax 86,880 82,290 | 691 654 | 1,524 1,524 1,027 1,027 | 904 866 |33,890 32,480 
St. John's 80,350 72,480 | 639 $76 894 = 894 |1,241 1,241 817 754 |30,640 28,260 
Charlottetown 72,150 73,810 | 574 $86 | 1,070 1,070 |1,091 1,091 754 766 |28,280 28,740 


SOURCES: CMHC, Statistics Canada and Energy, Mines & Resources 


continued from page 1 from a high of 
11 per cent in July of 1991 to a low 
of 9 per cent in June 1992. In cal- 
culating the Affordability Measure, 
average heating costs for a starter 
house and average property taxes 
were not adjusted in the first half 
of 1992 


St. John’s and Chicoutimi 
most affordable centres 


St. John's and Chicoutimi- 


| Jonquiére are the most affordable 


CMAs with over 50 per cent of 
renters being able to afford home 
ownership. Victoria and Vancouver 
are the least affordable cities in 
Canada, with 8.7 per cent and 20.5 
per cent of renters being able to af- 
ford a starter home. In these two 
centres there was a marked in- 
crease in the average NHA price of 
resale homes due to a larger num- 
ber of higher priced homes being 
sold. In Toronto the proportion of 
renters who can afford to buy im- 


proved to 27.4 per cent from 24.4 
per cent in December 1991. This 
was due to lower house prices and 
lower interest rates 

Saskatchewan, Manitoba and the 
Atlantic provinces continue to have 
some of the most affordable hous- 
ing markets in the country. More 
than 40 per cent of renters living in 


| CMAs in these regions can afford to 


buy a starter home 

Most major urban centres in On- 
tario and Quebec showed a small 
improvement in access to home 
ownership. With the exception of 
Toronto and Hamilton, at least one 
third of renter households are now 
able to buy a starter home in all 
other CMAs in these provinces 


Affordability expected to 
remain stable 


| Affordability is expected to remain 


stable for the rest of 1992 and into 
1993. Economic recovery has been 
slow which has contributed to the 


stability in affordability over the 
past six months. House prices and 
interest rates are expected to 
remain close to their current levels | 
for the rest of the year and post 
moderate increases in 1993, 


How do we calculate the 
affordability indicator? 


CMHC's indicator measures the 
relative affordability of starter 
homes by first-time buyers or 
renter households between the 

ages of 20 and 44 in Census | 
Metropolitan Areas. The calculation | 
for the required income to afford a 
typical starter home is based on 

the following assumptions; renter 

a 10 per cent 

32 per cent gross 


households ha 


downpayment; 
debt service ratio; a three year 
mortgage interest rate; a 25 year 
amortization period; average heat- 
ing costs for a starter home; and 
average residential property taxes 
for the CMA.@ 


Affordability Indicator 


Per Cent of Renters Who can afford: 


Property Taxes: 


Average property taxes for a dwelling owned and oc- 


This represents the per cent of renter households in the 
prime home buying age group of 20 to 44 years, who have 
an income equal to or greater than the income required to 
purchase an average starter home. All family and non-fami- 
ly households in the 20 to 44 age group (even those in 
core need) are included in the analysis. 


Average Starter House Price: 

The average starter house price is defined as the average 
price for an NHA insured home which includes the follow- 
ing house types: single; semi-detached; rowhouse; mobile 
home; and apartment condominium. NHA insured homes 
are typically bought by young first-time buyers with less 
than 25 per cent downpayment. The price is the average 
for each six month period. 


Monthly Mortgage Cost: 

The monthly principal and interest payment associated 
with the average starter home price, assuming a 10 per 
cent downpayment. The required mortgage insurance 
premium has been added to the morgage balance 


cupied by its owner, Data are from Statistics Canada 


Heating Costs: 

Average heating costs representative of a starter home. 
Data are from Energy, Mines, and Resources and include 
the Goods and Services Tax. 


Total Monthly Carrying Costs: 
Total of monthly payments required for principal, interest, 
average property taxes, and heating costs. 


Income Required to Carry a Mortgage: 

The income necessary to service the mortgage payments at 
current interest rates, assuming a 32 per cent gross debt ser 
vice ratio, 


Mortgage: 
A three 
year amortization period. An interest rate of 9.5 per 
was used for the second half of 1991 and a rate of 9.52 per 
cent was used for the first half of 1992 


term closed mortgage was assumed with a 25 
nt 
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Affordable Supply Improves in Most 
Centres | 


Governmer 
OS gE ; E B20 235 zi ips : = ie Publicatio. 


pw | clatively low interest rates range of house types available and Prairie Markets Offer Large 
and small increases in most buyers are choosing a single Supply 
household incomes over the detached home. f Any 
past six months allowed the supply The proportion of listings of exist- 
of affordable homes for renter ing homes affordable by the 
households to increase in most Cen- Ontario Supply Mixed occa a ae pousehiolc 
sus Metropolitan Areas (CMAs) in Renter households in most cities in my Rae Seite. 
Canada. The range of supply and Ontario have fewer homes to ee Pie; ree met affor- 
types of dwelling available differ choose from as the percentage of aa ee ac ce re 
dramatically oS the country. The affordable housing has declined in aces ae RRC OBA ILC AS 
more expensive markets such = the last six months. Toronto, how- Pegine Sapetdceres a spi Tikes 
ee one ne a iciona ever, had an increase in affordable cent Be listings for resale ee 
offer first time buyers a smaller per- listings. Despite the drop in many SR aes sa po ae aS 
centage of listings and more limited cities there is still a good supply of eee ert ee Soe a 
choice of house types than markets listings available at affordable Peieraclerins ee hone oe ae 
such ae St. John’s, Saskatoon, and prices for renter households. In all Aes Ber a coern 
Winnipeg. cities except Toronto and St. s ee 
; 4 Catharines the supply of listings of a 
Atlantic Provinces Offer resale homes was above 40 per Supply Increase for B.C. 
Large Selection cent. First time buyers can afford Renters 
Renter households in St. John’s and are choosing a single detached 
have the largest percentage of affor- home in most markets. A larger percentage of resale list- 
dable housing in the country. All Ings 1S affordable continued on page & 


other CMAs in the Atlantic region 
have at least 60 per cent of resale 
homes listed at a price the average 
renter household can afford. The 
large proportion of listings available 
means that most house types are 
affordable for first time buyers. In 
fact, single detached homes are the 
most popular choice amongst first 
time buyers in the Atlantic centres. 


ti es with the Largest Percentage of MLS* Listings 
rdable to the Average Renter Household ===. 


Supply Increasing in Quebec 


The percentage of homes affor- 
dable to the average renter 
household increased in the past six 
months for most Quebec centres. 
All CMAs in Quebec have at least 65 : zs es 
per cent of listings for resale homes toe cst: John’s Chicoutimi Winnipeg Regina Saskatoon 
available at a price first time buyers oa eae Se ees CMA 

can afford. Renters have a wide SLRS 


SOURCE: Local Real Estate Boards. 
* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate Association. 
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Supply Available to Average Renter Households 


AVERAGE MAXIMUM 
CENSUS RENTER INCOME | AFFORDABLE | SUPPLY 
METROPOLITAN HOUSEHOLD | 1992 HOUSE* | AVAILABLE | MOST PREVALENT 
AREAS (CMA) TYPE $ $ % HOUSE TYPES 


Victoria family 45,150 137,830 _ condo apt/townhouse; mobi 
non-family 36,220 110,570 6. condo apt.; mobile home » : 
| total 41,610 127,030 Ne condo apt/townhouse; mobile t me : 
Vancouver family 59,570 181,850 | 28.0 older bungalow; newer townhouse : 
non-family 49,620 151,480 18.6 newercondoapt. => : 
total 54,830 167,380 | A older townhouse; new condo apt. S 
Edmonton family 48,000 146,530 Prager new small split; new small 2 storey 
non-family 40,300 123,030 56.0 older 1 1/2 storey; new thouse* *condo 
total 44,850 136,920 67.0 new smaller split; older bungalow 
Calgary family 50,190 153,220 61.0 newer 2 storey; split-level 
non-family 43,090 131,540 47.0 older bungalow; row condo 
total 47,040 143,600 55.0 bungalow; 2 storey; split-level 
Saskatoon family 44,900 137,070 | ee Newer2storey = 
non-family 39,150 119,520 818 older 2 storey 
total 42,200 128,830 | 846 | newer2 storey 
Regina family 41,920 127,970 86.7. bungalow 
non-family 36,510 111,460 | 80.4 | bungalow 
total 39,330 120,070 | 80.8 | bungalow : 
| Winnipeg family 47,800 145,920 88.7 bungalow; 2 storey 
non-family 40,560 123,820 79.2 older bungalow; 1 1/2 storey 
total 44,580 136,090 84.4 older bungalow 
Thunder Bay family 54,750 167,140 78.9 all types except new split-levels 
non-family 46,840 143,000 68.9 newer bungalow; older split-level 
total 51,960 158,620 74.4 all types cata new split-levels 
Sudbury family 46,790 142,840 46.9 bungalow — 
non-family 41,740 127,420 34.9 bungalow 
total 45,290 | 138,260 | 44.3 bungalow 
Windsor family 58,870 O70 BZ 11/2 or 13/4 storey; bu glow 
non-family 48,380 147,690 65.9 11/2 or 1 3/4 storey; bungalow = 
total 54,760 167,170 | 75.8 1 1/2 or 1 3/4 storey; bungalow 
London family 54,740 167,110 66.7 split-level; bungalow 
non-family 44 380 135,480 48.1 bungalow; row condo 
total 50,490 154,140 60.0 split-level; bungalow 
Kitchener family 50,970 155,600 55.0 bungalow 
non-family 43,160 131,760 40.0 1 1/2 storey; condo 
total 48,190 147,110 65.0 bungalow 
St. Catharines-Niagara family 48,810 149,010 37.0 bungalow 
non-family 41,910 127,940 25.8 bungalow 
total 46,600 142,260 34.8 bungalow 
Hamilton family 51,720 157,890 52.0 2 storey 
non-family 42,040 128,340 32.0 1 1/2 storey; row house 
total 48,010 146,560 46.0 1 storey 
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Supply Available to Average Renter Households (cont'd) 


AVERAGE | MAXIMUM 
CENSUS RENTER INCOME | AFFORDABLE! SUPPLY 
METROPOLITAN HOUSEHOLD HOUSE* | AVAILABLE | MOST PREVALENT 
AREAS (CMA) $ $ % HOUSE TYPES 


_ 64,900 4 98,400 | 40.0 | __ semi-detached; link single; thouse 
| 56,450 | 172,330 | 260 | townhouse; condo apartment 
| 61,740 | 188480 | 350 - semi-detached; thouse; condo 
| 53,710 | 163,970 | 640 | bungalow; 2storey 
| 46290 | 141,310 | 460 | bungalow 
| a | we = ==—=6—fiO stm =i“ 800 ibbungalow: 2 storey 
ottawa = sy. family ‘| 56,000 170,960 _AUDyOO condo apt.; bungalow 
non-family 45,840 139,940 42.8 condo apt.; condo. row 
total 51,580 157,460 46.8 condo apt.; bungalow 
Hull family 45,430 138,690 163s bungalow 
non-family 38,900 118,750 62.9 bungalow 
total 43,410 132,520 71.8 aide 
Po 12120 = a types of housing 
- | 1414740 | 650 | alltypesofhousing 
0 | 123490 | 81.0 | single family; condo 
| 104990 | 71.0 | single family; condo 
- + te | Bar — 740s single family; condo : 
Sherbrooke ~ | family” | 40,610 | 123,970 74.0 older bungalow; suburban se 
non-family 35,380 108,010 60.3 older bungalow; condo 
total 38,780 118,390 69.1 older bungalow 
Québec family 45,740 139,630 82.4 all types except executive style 
non-family 38,600 117,840 67.9 all types except executive style 
total 43,220 131,940 Thal all types except executive style 
‘tamty— 500 | «C82 8002S 848 ~~ sstandard bungalow 
| 38430 | 117320 | 793 | standard bungalow 
“42300 | 120,200 844 standard bungalow — 
: | 40970 | 125070 | 784 | mosttypes of single-detached 
a. ee | 36490 | 111400 | 71.8 | mosttypes of single-detached 
— . : ve 99580. 120,710. _ 76.6 _ most types of single-detached 
‘Halifax — ‘ arate oY 44740 | 136,580 72.6 bungalow; 2 storey 
non-family 40,460 123,520 63.4 bungalow; 2 storey 
total 43,160 131,760 70.7 bungalow; 2 storey 
St. John’s family 53,140 162,230 89.0 bungalow; modest 2 storey 
non-family 52,640 160,700 89.0 bungalow; modest 2 storey 
total 52,990 161,770 89.0 bungalow; modest 2 storey 
Charlottetown : family = =| _~— 40,420 123,390 60.0 all types 
7 non-family | 37,270 113,780 i 520. all types 
wa | 39,450 | 120,430 60.0 all types 


- family 


* Calculated with interest rates of 9.3 per cent 
** Thouse refers to townhouse and appears throughout this table where space dictates. 
SOURCES: CMHC, local Real Estate Boards and Statistics Canada. 
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Improving Housing Situation a Major Reason for Moving 


new study of residential 
mobility in Canada has 
some interesting findings 
relating to the mobility of 
Canadians, the reasons for moving 
and the nature of moves. The study 
also contains the results of the first 
national survey to ask respondents 
questions on both residential moves 
and housing satisfaction or dissatis- 
faction. 

The findings indicate that Canada is 
a nation of movers — in 1989 
alone, 3.6 million people over 15 
years of age or about 18 per cent of 
adults changed their residence. In 
the five years before 1990, close to 
half ( 48 per cent ) of all respon- 
dents had moved once. In the ten 
years before 1990, close to two- 
thirds of adults changed residence. 
The largest proportion, 21 per cent, 
moved just once; 13 per cent made 
two moves; and 10 per cent, three 
moves. Another 20 per cent, how- 
ever, moved four or more times 
during the decade. 

Canadians’ number one motiva- 
tion for moving was to change their 
housing situation. In fact, two out 
of every three moves occurred for 
reasons such as purchasing a home, 
moving to a larger home, or to a bet- 
ter neighborhood. 

The reasons for moving also 
varied with the movers’ age and 


tenure status. For people aged 
25-54, buying a home and the 
desire for a larger home were the 
reasons most frequently cited, 
whereas for people aged 65 and 
over, the need for a smaller home 
became paramount. While housing- 
related reasons ranked high for 
both owners and renters, purchas- 
ing a home was the number one 
reason why owners had moved. 

Employment considerations 
ranked second as a motive for 
moving, with about 15 per cent of 
movers making their last move for 
job-related reasons. Family-related 
reasons accounted for nearly as 
many moves as employment con- 
siderations. Almost 14 per cent of 
all moves occurred for reasons such 
as marriage, separation, wanting to 
be closer to family, or taking care of 
a family member. 

The study also found that: 


e Across Canada, Albertans and 
British Columbians had the 
highest mobility rates: more 
than one-fifth of them moved 
in 1989 and well over half had 
moved in the previous five 
years. 

¢ Moving peaks in the summer 
months of June, July and 
August, which together ac- 


Top Five Reasons for Moving, by Age at Last Move 


Canada, 1990 


Age at last move 


Reasons 15-24 25-34 35-44 45-54 55-64 65 and over 
(Rank Order) 
Purchase home | 1 1 1 2 5 
Larger home 2 2 2 4 - 
Better neighbourhood & 4 3 3 | (2 
Own work 5 3 4 4 - - 
Establish household 4 5 - - - - 
Marriage 2 - - - - - 
Separation - - 5 - - - 
Smaller home - - - 5 3 1 
Retirement - - - - 5 4 
Closer to family - - - - 3) 3 


— Not one of top five reasons. 


counted for one-third of all 
moves. 


e Most movers do not go far: the 
majority of moves (81 per 
cent) involve no more than 50 
kilometers, equivalent to about 
30 minutes’ driving time. 

The age, tenure status and educa- 
tional attainment of adult Canadians 
were found to be highly associated 
with residential moves. Younger 
people, renters, and the well edu- 
cated are the most likely to under- 
take a residential move. 
Homeowners, particularly those 
over 45 years of age, are the least 
likely to move. 


Mobility by Age and Tenure 
Per Cent Moving in 1989 — 


(% moving) 
50 


SOURCE: "Residential Mobility of Canadians", 
Statistics Canada. 


The majority of Canadians (90 per 
cent) were satisfied with their cur- 
rent housing and only 8 per cent ex- 
pressed dissatisfaction. The primary 
complaint among the 1.6 million dis- 
satisfied residents was that their 
housing was too small. The next 
two most common reasons for dis- 
satisfaction were the desire to own 
rather than rent and dwelling costs. 

The study concludes that if the ex- 
perience in the last five years is any 
guide, close to half of Canadian 
adults will move within the next 
five years. The main reasons will 
likely be: the desire to become 


SR RY ES TE SA aR ETE SPS EY EPRI RT PE SS SS SS I ET 
SOURCE: "Residential Mobility of Canadians", Statistics Canada, 1992. 


homeowners, continued on page 8 
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First Time Buyers Spark Recovery 


wm  ecovery in Canadian hous- 
: ing markets will be driven 
by first time buyers for the 
remainder of 1992 and through 
1993. Record low mortgage rates 
and federal government incentive 
programs have made home buying 
an attractive option to many renter 
households. In 1992 the number of 
starts and sales will increase in 10 
of 26 metropolitan areas, while 18 
of 26 cities will have increases in 
both starts and sales in 1993. 

The new home markets in 
western Census Metropolitan Areas 
(CMAs) will be the strongest in 
1992. Starts in Regina are projected 
to increase by over 250 per cent by 
the end of 1992 due to the reloca- 
tion of the Farm Credit Corporation 
and Crown Life. In contrast, the 
weakest markets are in Quebec 
where a provincial government pro- 
gram assisting first time buyers 
ended in 1991. This has led to 
declines in starts for all centres in 
that province in 1992 as most first 
time buyers purchased homes 
under the program. 


Vancouver and Victoria will lead 
the country in percentage increases 
in price for new homes in both 
1992 and 1993. The recession had 
little effect on the performance of 
the provincial economy and this 
has sustained demand for new 
homes. Price increases in most 
other markets will be minimal and 
in Toronto they will drop over the 
same period, despite improving 
starts numbers. This is due to 
builders building lower priced 
homes for first time buyers. 

The general improvement in 
economic conditions has resulted in 
a recovery in existing home 
markets in most CMAs across the 
country. Sales and prices will rise in 
most markets in both 1992 and 
1993. The percentage increase in 
sales for Halifax and Saint John will 
be among the largest in the country 
in 1992. Most markets in Ontario 
will increase the number of sales 
and prices for resale housing in 
1992 and 1993. The largest percent- 
age increases in sales in Canada 


"New Home Prices, 1990-1993 
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SOURCE: CMHC. 


Annual Percentage Growth 
in MLS Sales, 1992-1993 
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will be in Kitchener and St. 
Catharines in 1993. 

Similar to the new home market, 
the largest percentage increases in 
prices for existing homes will take 
place in Vancouver and Victoria in 
1992 and 1993 as demand for hous- 
ing remains strong. In Toronto, the 
average price of existing homes will 
decline in 1992 with a modest in- 
crease in 1993: 

The effects of the recession and 
the speed of the recovery is dif- 
ferent across the country. This is 
reflected in the strength of the hous- 
ing markets. Those areas that were 
not hit as severely by the recession 
are showing strength in the new 
home markets and sustaining ac- 
tivity in the resale market. In areas 
where the recession was deep and 
the recovery is taking longer to 
gather steam the existing market 
has recovered first through 1992 
and the new home markets will im- 
prove in 1993. = 
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Economic and Housing Market Indicators 


CENSUS 


METROPOLITAN 


AREAS (CMA) 


Victoria 


Vancouver 


Edmonton 


Calgary 


Saskatoon 


Regina 


Winnipeg 


Thunder Bay 


Sudbury 


Windsor 


London 


Kitchener 


1991 
1992 
1993° 
1991 
1992 
1993* 
1991 
1992 
1993° 
1991 
1992 
1993°* 
1991 
1992 
1993° 
1991 
1992 
1993* 
1991 
1992 
1993" 
1991 
1992 
1993°* 
1991 
1992 
1993" 
1991 
1992 
1993* 
1991 
1992 
1993" 
1991 
1992 
1993” 


St. Catharines-Niagara 1991 


Hamilton 


1992 
1993" 
1991 
1992 
1993" 


TOTAL 
EMPLOYMENT 


127,300 
129,000 
132,000 
813,000 
820,000 
843,000 
370,000 
375,000 
383,000 
362,900 
360,000 
365,000 

85,000 

86,000 

87,000 

89,400 

88,400 

89,400 
304,000 
304,000 
308,000 

60,800 

60,200 

61,300 

61,000 

61,100 

63,200 
116,100 
117,500 
122,000 
163,700 
160,700 
164,500 
174,800 
180,000 
184,000 
145,000 
142,600 
147,800 
296,500 
296,800 
305,100 


TOTAL 
HOUSING 
STARTS 


2,129 
2,350 
2,550 
14,769 
18,500 
21,250 
4,284 
5,700 
5,800 
4,750 
6,250 
5,700 
305 
400 
400 
189 
670 
675 
1,349 
1,700 
2,150 
771 
533 
641 
1,758 
1,324 
1,393 
1279 
1,429 
1,554 
2,222 
1,825 
2,415 
2,131 
2,100 
2,200 
1,357 
1,704 
1,530 
2,498 
2,300 
2,700 


31.6 


31.1 


204.5 


| 26.0 


26.9 


-30.9 
20.3 


-24.7 
5.2 


11.7 
8.7 


-17.9 
32.3 


=: 
4.8 


25.6 
“10.2 


7.9 
17.4 


| 


SINGLE 
NEW 
HOUSE 
PRICE 
$ 


191,000 
238,000 
262,000 
324,620 
355,000 
398,000 
173,270 
170,000 
177,000 
176,870 
172,000 
181,000 
126,050 
130,000 
130,000 
124,240 
132,500 
137,500 
129,940 
134,000 
136,500 
163,140 
162,000 
169,300 
157,800 
155,400 
161,300 
194,240 
193,000 
200,000 
227,820 
225,000 
231,500 
221,230 
210,000 
215,000 
194,930 
194,000 
194,500 
278,030 
232,000 
237,000 


05 


-16.6 


NUMBER 

OF MLS 
SALES 
(RES,) 


8,536 
7,900 
8,100 
32,103 
33,000 
33,900 
11,636 


12,400 | 


12,000 
15,597 
16,800 
15,900 
2,433 
2,800 
2,800 
2,429 
3,000 
2,850 
8,559 
9,600 
10,250 
1,255 
1,387 
1,415 
2,071 
2,110 
2,220 
4,427 
4,700 
4,900 
6,007 
6,200 
6,500 
3,579 
3,600 
4,200 


2525 


2,360 
2,700 
7,881 
8,000 
8,500 


15.1 


23.5 


122 


10.5 


16.7 


65 


14.4 


i 
6.3 


SINGLE 


264,080 
295,000 
315,000 


| 114,980 
119,500 


125,000 
126,950 
131,000 
136,000 
75,050T 


74,500T | 


76,000 
73,800 
79,000 
77,000f 
84,430 


85,000 — 


86,500 
103,760 
109,980 
113,280 
112,430 
115,500 
122,300 
104,100 
106,500 
110,500 
134,550 
135,300 
139,500 
155,200 
148,000 
152,500 
134,890 
132,300 
134,300 
160,950 
155,000 
160,000 


% 


CHG 


147 
82. 


ded 
6.8 


3.9 
46 | 


3.2 


3.8 


20 


1.6 
2.7 


07) 5 
18) 50 


6.0 


3.0 


27 


5a) 


2.3 
3.8 


0.6 | 
a1 


-46 
3.0 


AS 
16 


-3.7 
3.2 


3 UNIT 
STRUCTURES 
VACANCY RATES 
APR. | OCT. 
%o % 


108 
163 
14- 
22 
16 
2.3 
40 
1 30. 
3.7 
55 
3.8 
62) 
4a 
48 
55 
3.6 
5.0 
86 
61 
| oo). 
1.0 
25 
2.2 
OZ 
25 
30 
3.3 
3.3 
24 
$8.7 
34 
$10 
4.3 
4.4 
3.5 
29 
$2 
1.6 
23 
2.0 
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Economic and Housing Market Indicators (contd) 


SINGLE 
NEW 
CENSUS TOTAL HOUSE 
METROPOLITAN HOUSING PRICE 
AREAS (CMA) STARTS 


SINGLE 
MLS 
AVERAGE 
PRICE 
$ 


3 UNIT 
STRUCTURES 
VACANCY RATES 
% APR. | OCT. 
CHG % %o 


NUMBER 
OF MLS 
SALES 


opa310 | =| st6 | 18 
4.8 | 320,000 | -11.1 | 42,50 218000 = =70, 19 | 22 
6 2000 94 4500 | 24) 23000 | 28] 23 | 21 
215,160 5,627 153,120 a7 3a 
195,000 | -94 | 5,600 | -0.5| 146000 | -46] 44 | 64 
200,000 3.6 | 149,000 | 21| 50 | 44 
320 | 7 aso 

1 487) 144500 08) 14 | 13° 
209,00 45 | 148000 | 24) 16 | 12 
121,700 96,930 Bt ddo 
121,160 | -04 | 1,610 | 17.0] 96970 | 00) 42 | 37 
124,190 | 25 | 1,834 | 139] 99880 | 30] 38 | 34 

| ee ie be 
| 22 | 18000 | 143 116000 | -15| 64 | 77 
4,000 | -0.8 | 19,600 | 89} 120,000 | 34) 60 | 70 
78,000 675 71,500 74 | 83 
79,500 | 19 714 4) 25.8-)"71,800% |, 0.05 7.9} 7.0 
80,500 | 13 778 | 90) 73500 | 28) 71 | 68 
3 a OO + 92 oF 
208| 94300) 23 975 | 55| 83000 | 02) 86 | 93 
7 e550) 1s | 1 i00 | 128) 83900 | 11) 80 | 81 

93,400 3,671 83,200¢ 43 | 56 
94,300 | 1.0 | 4,000 | 9.0| 81,400t| -22| 53 | 63 
97,100 | 3.0 | 3,800 | 50] 83,000t]/ 20) 56 | 56 
ey, 
| 79500) -10 | 1,445§| 50| 75500 | 23| 48 | 71 

4| 81500} 25 | 1,525§| 55| 78100 | 34) 44 | 46 
110,033 | 1,111 83,330 40 | 49 
110,033 | 0.0 | 1,250 | 125] 95000 | 20] 59 | 60 
110,033 | 0.0) 1,300 | 40] 88250] 38] 56 | 50 
AGO), 37h | 110,200 At | 48 
1} 120900} 1.0 | 4,960 | 150) 111,900 | 15| 55 | 57 
1422710 «15 | 4500 | 32] 114100 | 20, 58 | 51 
129,500 1,799 91,120 | 48 | 69 
126,000 | -27 | 1,750 | -27) 91,000 | 01] 7.3 | 56 

130,000 | 321 1,900 | 86| 93,000 | 22| 75 | 75 

112,700 | 264 96,300 66 | 52 

118,000 | 47 | 280 | 61| 97,000 | 07| 85 | 64 

120,000 | 17 300 | 7.1 | 98000 | 10] 714 | 63 


99,000 
103,000 
106,000 


Oshawa 1991 


138,100 
139,400 
141,900 
eens 
385,000 | -0. 
53,500 | 
50,000 
50,300 
58,800 


Trois-Riviéres 


291,900 
286,900 
288,900 


~ 56500 
54,000 
53,000 
53,500 
153,000 | 32 
Secs 
73,100 
68,100 
69,600 
23,900 | 
23,500 


~ Saint John hes 1991 


St. John’s is 1991 


Charlottetown = 199 


* Forecast by CMHC 
| t Average MLS price. 
| Average price for single-detached, semi-detached, row and apartment. 
| § MLS sales data are from TEELA. 
| 9] Revised due to improved data. 
SOURCES: CMHC, Statistics Canada and local real estate boards. 
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continued from page 4 changing hous- 
ing needs, because their job will 
change or a variety of other 
reasons. While there is no way to 
predict exactly how many people 
will move, why, or when they will 
do it, an important factor will con- 
tinue to be Canadians’ desire for a 
better housing situation. ™ 


This article summarizes the detailed find- 
ings of a new report entitled " Residen- 
tial Mobility of Canadians", by Janet Che- 


ae See too eae = 
Wants to own 

Cost of mortgage/rent 
Neighbourhood 
Building maintenance i! 
Poor conditions 
Different. house type 
Maintenance cost 
Transportation 

- Dwelling too large 
Wants to establish own 


Alford, Statistics Canada, 1992. The 
report can be obtained from CMHC by 
calling (613) 748-2367. 


SUPPLY INDICATOR (pages 2 & 3) 


Renter Household Types: 
Renter households are either classified as a non-family household which 


includes households of one or more unattached persons or family 
households which include at least one economic family. An economic 
family is defined as a group of related individuals sharing a common 
dwelling unit. Total households refers to all households, family and non- 
family. 

Average Income 

Defined as the average income of private renter households aged 20 to 
44 and with income above core need income thresholds. Core need in- 
come thresholds are the eligibility income levels for NHA social housing 
programs. 

Maximum Affordable House Price: 

The maximum price a household could afford based on its income and 
assuming a 32 per cent gross debt service ratio to service the mortgage 
payment at the current mortgage rate and a 10 per cent down payment. 


Supply Available: 
The per cent of MLS listings at and below the maximum affordable house 


price. The MLS listings are supplied by local real estate boards. 


Most Prevalent House Type: 
The house type most often listed in the supply of listings. The house 


types are not exclusive of other house types that could also be included 
in the supply available. 


household 


SOURCE: "Residential Mobility of Canadians", Statistics Canada. 


ECONOMIC & HOUSING MARKET INDICATORS 
(pages 6 & 7) 


Total Employment: 
Total employment is the number of people employed in the CMA across 


all industries in a particular year. 


Total Housing Starts: 
Total housing starts is defined as the total number of starts for all housing 


types for the year. 


Single New House Price: 
The single new house price is defined as the weighted average price of 


absorbed (sold) units for the year. 


Number of MLS Sales (residential): 
The number of residential MLS sales is defined as the total number of 


sales for all types of residential dwellings sold through the MLS service 
for the year. The number of MLS sales are supplied by local real estate 
boards. 


Single MLS Average Price: 

The single MLS average price is the weighted average price of single 
family homes sold through the MLS service for the year. MLS price data is 
supplied by local real estate boards. 


Three-Unit Structures Vacancy Rate: 

The three-unit structure vacancy rate is the overall vacancy rate reported 
in the Rental Market Survey for both April and October. This would in- 
clude both rowhouses and apartments. 


continued from page 1 for the average 
renter household in Vancouver and 
Victoria compared to six months 
ago. Despite the increase in the per- 
centage of listings available to 
renters, these two centres have the 
most limited supply in the country. 
The supply of affordable housing 
for renter households is forecast to 
remain stable for the rest of 1992 
and through 1993. The slow 
economic recovery should lead to 
stable interest rates and, limited in- 
come growth, and keep price in- 
creases low. These factors will limit 
the growth of the supply of existing 
housing available to renter 
households at affordable prices. = 
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Lacking lst Quarter, 1993 
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FORECAST HIGHLIGHTS 


Total starts for all centres 
combined will be up for 
the second year in a row, 
but the growth rate will 
be cut in half. 


Resales will slip after. 
strong 1992. 


Vancouver hou 
to hit record hic 


SS 


9 Prices 
jun30 9 


around 25 year fo % 


Employment growtlt ere a 
widespread across 
centres but modest. 


Vacancy rates high and 

rising in many centres. 

Ww underway in many 

Canadian centres, its 
strength is moderating because of 
slow employment growth and weak 
consumer confidence. Starts for all 
metropolitan areas combined are 
forecast to increase by 2.4 per cent 

— in 1993, down from nearly 6 per 

~ cent in 1992. However, nine of the 

_ 27 centres highlighted in the 

' Housing and Economic Indicators 
table on page 2 are forecast to 
increase in both sales and starts this 
year. 

Interest rates will be attractive for 
home buyers throughout 1993 
allowing five-year mortgage rates to 
slip near the 25-year low reached 
last September. Tame inflation and 


the slow pace of the economic 
upturn will ensure that interest rates 


hile a housing recovery is 


Zena : 


stay down. Attractive rates coupled 
with small price increases will keep 
most markets affordable. 

While affordability has been 
improving in most centres, first time 
buying activity in many markets is 
slowing after a stronger than 
expected showing in 1992. 
Affordability will still be key to 


Sustaining growth in many 
gadian housing markets as the 
$3 ec@Pomy remains sluggish and it 
es harder to entice the ever 
king pool of first-time buyers 
WW, the market. However, 
ye fordability will not be the driving 
force behind the Vancouver and 
Victoria markets which will hit 
record price levels in 1993 and 
remain the least affordable areas in 
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Second Quarter 1993 


Housing recovery moderating 


Modest Employment 
Growth Forecast in Most 
Centres 


Employment growth in 1993 will be 
widespread across metropolitan 
areas with 23 of the 27 major 
centres forecast to see a net gain in 
jobs. However, the overall rate of 
increase will be modest at about 1 
per cent. As a result the pace of the 
housing recovery will be moderate. 
As shown in the Summary of 
Employment Forecasts, the majority 
of centres will begin to recover 
some, or all, jobs lost during the last 
recession in 1993. Six centres — 
Victoria, Calgary, Saskatoon, 
Oshawa, Kitchener, and London — 
will get back to their pre-recession 
employment continued on page 4 


Summary of Employment Forecasts by Stage in Cycle 


Recovering but 


| *Toronto declined and is forecast to stabilize in 1993. 
SOURCE: CMHC forecast. 


Did not Recovered to employment below 
experience pre-recession pre-recession Continued 
downturn level level Stable decline 
Vancouver London St. John’s Saint John Sherbrooke 
Edmonton _ Kitchener Halifax Sudbury Chicoutimi 
Saskatoon Québec Charlottetown 
Calgary Montreal 
Oshawa Hamilton 
Victoria St. Catharines 
Windsor 
Thunder Bay Toronto* 
Winnipeg 
Regina 
Trois-Riviéres 
Ottawa 
Hull 
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Canada 


Economic and Housing Market Indicators 


SINGLE SINGLE 3 UNIT 
NEW NUMBER MLS STRUCTURES 
CENSUS TOTAL HOUSE OF MLS* AVERAGE VACANCY RATES 
METROPOLITAN TOTAL % |HOUSING | % PRICE SALES PRICE % | APR. OCT. 


AREAS (CMA) EMPLOYMENT| CHG | STARTS | CHG $ (RES.) $ CHG % % 


Victoria 1991 | 127,300 2,129 201,560 | 8,536 191,800 a 
1992 | 125,700 | -13 | 2421 | 137 | 240,150 | 191 | 8142 | -4.6 | 222,400 | 16.0 
1993" 128200 | 20 | 2600 | 7.4| 264000| 99 | 898 | 29 2¢000g 75 
Vancouver 1991 | 813,000 14,769 324,670 32,103 264,080 
1992 | 821,000 1.0 | 18,684 | 265 | 369,495 | 138 | 37,073 | 15.5 | 297,150 
1993, 835,000 | 1.7 | 21,000 | 124] 420,000 | 13.7 | 34,850 | -60 | 326,000 
Edmonton 1991 | 370,000 4,284 173,495 11,636 | 114,977 | 
1992 | 370,000 | 0.0 | 6,764 | 57.9| 168,672 | -28 | 12772 | 981 119,926 
1993", 373,000 | 08 | 6400 | -54| 175400 | 4.0 | 11,500 |-10.0 | 122,900 
Calgary 1991 | 363,670 4,750 175,532 15,597 126,954 
1992 | 361,000 | -0.7 | 7,034 | 481 | 174,674] -05 | 17,857 | 14.5 | 128,571 
1993" 366,000 | 14 | 6,100 |-133| 184,000 | 53 | 16500 | -7.6 | 134,000 
Saskatoon 1991 | 86,000 305 126,050 2483 | | 75,050f 
1992 | 84,000 | -23 464 | 62.1) 130800 | 38 | 2828 | 162| 74,946t | 


1993" 86,800 | 33 | 660 | 422/ 190,000] -06 | 2620 | -74| 7e,000t | 

Regina 1991 | 89,400 189 132,114 2,429 68,810t 
1992 67,800 | -1.8 | 666 |2524| 138,204 | 47 | 2910 | 198| 72,373¢ 

| 1993", 88,400 | 0.7 | 700 | 51/| 141,000} 20 | 2600 |-10.7 | 75,000t 
Winnipeg 1991 | 304,000 1,349 129,940 8559 | | 85,150 | 
1992 | 297,000 | -23 | 1,620 | 201 | 196495} 5.0 | 10,386 | 21.3| 95,300 


1993", 299,000 0.7 1,800 | 11.1 | 144,000 5.5 | 10,400 0.1 | 86,850 


Thunder Bay 1991 | 60,800 771 163,447 1,358 102,650 
1992 | 58,200 | -4.3 563 | -27.0| 163,558 | 0.1 | 1,594 | 17.4 | 108,648 

| 1993") 59,200 | 1.7 754 | 33.9) 176427| 79 | 1,642 | 3.0] 111,907 
| Sudbury 1991 | 61,000 1,758 157,800 2,071 112,430 


1992 60,900 | -02 1,289 | -26.7 | 161,100 2.1 2,151 3.9 | 115,020 
1993" 61,200 | 05 | 1,246 | -33| 161,000! -0.1 | 2150 | 001 115,000 
Windsor 1991 116,000 1,279 194,237 4,427 104,101 
1992 115,000 -0.9 1,376 7.6 | 188,056 -3.2 4,874 10.1 | 106,230 
1993**} 118,000 2.6 1,609 16.9 | 190,000 1.0 4,800 -1.5 | 108,500 
London 1991 164,000 2,222 227,824 6,007 134,552 
1992 164,000 0.0 1,553 | -30.1 | 224,447 | -15 6,285 46 | 135,962 
1993") 168,000 2.4 2,845 | 83.2 | 225,000 0.2 6,100 | -29 | 140,200 
Kitchener 1991 174,800 2,131 221,232 3,590 154,725 
1992 | 186,100 6.5 2,240 5.1 | 204,860 -7.4 3,949 10.0 | 145,015 
1993**} 188,147 qe 2,260 0.9 | 209,000 2.0 4,100 3.8 | 148,000 
| St. Catharines-Niagara 1991 144,500 1,357 194,937 2,522 134,937 
1992 142,200 -1.6 1,669 | 23.0 | 196,599 0.9 2,431 -3.6 | 128,990 
1993**| 143,500 0.9 1,431 | -14.3 | 198,600 1.0 2,650 9.0 | 130,650 
Hamilton 1991 295,400 2,498 278,034 7,881 160,953 
1992 | 290,000 -1.8 2,632 5.4 | 223,734 | -19.5 8,608 9.2 | 151,037 
1993**| 293,000 1.0 2,700 2.6 | 225,000 0.6 8,000 -7.1 | 151,000 
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Economic and Housing Market Indicators (cont’d) 


SINGLE SINGLE 3 UNIT 
NUMBER MLS STRUCTURES 
CENSUS TOTAL OF MLS* AVERAGE VACANCY RATES 
METROPOLITAN HOUSING % SALES | % PRICE % APR. | OCT. 
AREAS (CMA) STARTS CHG (RES.) | CHG $ CHG % % 
18,814 359,880 38,144 234,310 16 | 18 


20,770 4| 322678 | -10.3 | 41,703 93 214971 | 631. 19 | 22 
0 | 21,300 6| 290,000 | -10.1 | 39,500 | -53/ 210,000 | 231 21 | 24 


2,596 215,160 5,627 153,120 ce hc 
104,000 | 5.1 | 2,188 195,990 | -89 | 5507 | -21| 145011 | -53| 44 | 61 
116,000 1,350 185,000 | -5.6 | 4,900 |-11.0) 143,000 | -14/ 58 | 6.0 
Ottawa = =ss——s«1991'| «348,000 | 4475 | 208,320 8,399 143,360 11 | 08 


5 | 5,830 | 303| 204,100; -20| 9089 | 82| 143868) 04, 14 /| 13 
5,600 9} 208,000) 19 | 9,000 | -10| 145300 | 10) 18 | 15 


Hull 138,100 3,346 121,700 1,376 96,930 Sie sao | 
136,100 | -14 | 2,368 #20900 1) 7.6) |) 4560 | 134 | ~948e7 | 221 42 1 37 | 
137,100 | 0. 2,200 | -7.1| 134000/ 24] 1,750 | 122] 95000 | 02) 36 | 34 
Montreal 1,996,000 | | 17,682; | 127,800; | 15,743 117,750 5a 
=. 192 | 1,378,000 | -13 | 14,520 126,400 | -1.1 | 18,063 | 14.7| 116300 | -1.2) 64 | 7.7 
= 57) 1308000) «15,100 | 40) 127,000) 05 | 19,600 | 85| 118000 15) 64 | 72 
Trois-Riviéres 53,400 1,133 78,000 675 71,000 74 | 83 
49,300 | -7. 696 80,000} 26 05. ter 00s Or BA 70 
50,200 | 1. 780 81,500} 1.9 735 ae Ate 73,000 | 24) PO 5 
‘Sherbrooke =s—i(‘ié‘és sea | te 92500 924 83,200 92 97 
ae 54,750 | 6. 749 | -322| 93300] 1.1 909 161 81,700 | -18| 86 | 93 
oS see 13). 28| 94800! 1.6 937 «231 82200 | 06) 80 | 82 
Quebec 291,900 93,400 3,671 83,2004 43 | 56 
285,800 | -2. 34| 94,300} 10 | 4237 | 154] 80,000t| -38] 53 | 63 
287,800 | 0. 79| 96,221| 20 | 3900 | -80/| 81,600t} 20) 53 | 60 
Chicoutimi-Jonquiére 1991 | 58,000 | | 80200 | 1,41089| 73,800 48 | 57 
ce | 54,800 | 55 281 81,900; 20 | 14306 | 14| 76470 | 36| 48 | 7.1 
| 4,250 | -1. 7 84,350 | 30 | 1,465§ | 24) 78700 | 29) 54 | 60 
Saint John 54,000 110,033 1,111 83,330 4.0 | 49 
54,000 | 0. 114,155 | 37 | 1,163 | 47] 84872 | 19] 59 | 60 
54,500 | 0. 5| 118,000} 34 | 1,200 | 32|] 86500 | 19| 78 | 7.5 
Halifax 158,000 : 119,700 3,791 99,300 41 | 48 
7 150,000 | -5. 16700 02 4624 | 222) 101957 | 27) 55 | 57° | 
153,000 | 2. 8| 121000; 19 | 4500 | -29/| 104400 | 24| 71 | 72 
St. John’s 73,100 129,500 1,799 91,123 48 | 69 
69,500 | -4. 7.6| 128,700| -06 | 1,720 | -44| 91,959 | 09] 7.3 | 56 
70,000 : d 132,500 3.0 1,800 4.7 94,500 2.8 79 LS 
Charlottetown 23,850 112,700 264 96,300 6.6 | 52 
24,000 | 0. 2| 123,000] 9.1 288 | 91| 95,150 | -12| 85 | 64 
24,000 | 0. 120,000 | -24 305 | 59] 96000 | 09| 72 | 64 
* Multiple Listing Service (MLS) is a registered ** 1993 values are CMHC forecasts except for the April t Average price for single-detached, semi-detached, 
certification mark owned by The Canadian Real vacancy rate which is actual. row and apartment. 
Estate Association. t Average MLS price. § Sales data is from TEELA. 


| Revised due to improved data. 


SOURCES: CMHC, Statistics Canada and local real estate boards. 
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continued from page 1__ levels. Kitchener 
| will fully recover recession job 

_ losses as employment rises for the 

| second year in a row. Vancouver 
and Edmonton have escaped the 
recent downturn in employment 
experienced in most centres; in fact, 
record levels of total employment 
are forecast for these metropolitan 
areas in 1993. 

While many centres will see 
employment rise during 1993, the 
rate of growth will be slow at 
around 1 per cent for the combined 
total of centres. Of the 23 metro- 
politan areas that will see gains in 
1993, 14 are forecast to expand 
employment by less than 1.5 per 
cent. Only six cities will have 2 per 
cent or more growth in 1993. 

Slight gains in employment will 
occur in the eastern cities where 
Halifax will lead the way with 2 per 
cent growth. Employment in 
Montreal will rise by less than 1 per 
cent and in Toronto it will remain 
stable. No Prairie centre will see an 
increase of more than 2 per cent in 
employment, except Saskatoon 
which will enjoy a 3.3 per cent rise. 
Even in the strong housing markets 
of Vancouver and Victoria, jobs will 
rise by just 2 per cent. 

Across Canada job creation will 
be constrained by the sluggish pace 
of economic growth. CMHC’s 
forecast shows that the housing 
recovery will also be slow until job 
creation picks up and puils 
consumer confidence along with it. 


New Housing Market to 
Grow Slowly in 1993 


Total starts for all centres combined 
are forecast to rise a modest 2.4 per 
cent in 1993, after climbing nearly 
six per cent in 1992. CMHC’s spring 
forecast has been revised down- 
ward from last October largely 
because of the slow pace of 
economic activity. Nonetheless, 
CMHC forecasts that 14 centres will 
enjoy growth in both starts and new 
house prices during 1993. In some 
markets, solid gains will be made 
for the second year in a row. 
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The Most Active Markets 


The hot Vancouver market is not 
expected to cool down in 1993. As 
shown in the Economic and 
Housing Market Indicators table, the 
average single new house price is 
expected to reach a record high of 
$420,000 in 1993, up nearly 14 per 
cent from 1992. Vancouver is also 
forecast in 1993 to approach its 
1989 high of 21,834 starts. This will 
be the first year ever that 
Vancouver rivals Toronto as the 
centre with the highest starts. 


Highlights of 1993 Forecast 


Percentage Change in Annual Starts: 
1992-1993 


Top Five % | Bottom Five 


London 83 | Oshawa 


Saskatoon 42 | Charlottetown -20 
Thunder Bay 34 | St. Catharines -14 


Windsor 17 | Calgary -13 


Vancouver 12 | Chicoutimi 


Strong starts growth will occur in 
London, Saskatoon, Thunder Bay 
and Windsor. Starts in London and 
Thunder Bay will bounce back 


vigorously after a sharp drop in 
1992. Social housing units, planned 
for 1992, but delayed until 1993, 
will boost starts in London. 
Saskatoon starts will be helped by 
employment growth in 1993, while 
Windsor will enjoy another good 
year, buoyed by new investment in 
the automotive sector in that region. 

Starts are forecast to drop sharply 
in Oshawa and Charlottetown, and 
moderately in St. Catharines, 
Calgary and Chicoutimi. In the 
Oshawa area, recent layoffs by 
General Motors, and cutbacks in 
provincial government spending — 
Ontario Hydro and the Ministry of 
Revenue are major employers — 
have shaken consumer and 
business confidence. In addition, as 
affordability in Toronto has 
improved, there is less incentive for 
homebuyers to locate in Oshawa as 
there was during the 1980s when 
the Toronto commutershed 
expanded along with the city’s 
house prices. According to CMHC’s 
affordability indicator the percent- 
age of renters able to afford a home 
in Toronto has quadrupled since 
1990, from 7 per cent of renters 
aged 20-44 in the first half of 1990 
to 28 per cent in the last half of 
1992. 


Vancouver to Set Record for New House Price 
Average New House Prices for Selected Centres — Forecast 1993 
Percentage Change from Previous Year in ( ) 
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Calgary will experience a slight 
cooling off in starts in 1993 
following a nearly 50 per cent 
increase in 1992. Starts in St. 
Catharines will also slide this year 
after a very good 1992 when they 
jumped by 23 per cent. This decline 
is due to a fall in multiples starts. 

The drop in starts in Chicoutimi- 
Jonquiére will also be due to a 
decrease in the construction of 
multiples. The current surplus of 
rental units in this centre will limit 
rent increases and the incentive to 
build multiples. A decline in 
multiples starts will also be the 
main reason why Charlottetown’s 
total starts will drop by 20 per cent. 
Slow economic growth and high 
vacancy rates have contributed to 
the fall in multiples starts in 
Charlottetown. 

The price of new homes will vary 
greatly across the country. Vancouver 
will have the highest priced new 
homes in Canada in 1993 at $420,000 
while Trois-Riviéres will have the 
least expensive new homes — on 
average $81,500. Calgary, Winnipeg, 
Edmonton and Thunder Bay will see 
above average gains in new house 
prices in 1993. 

Of all centres, only Toronto and 
Oshawa will experience sharp 
declines in new house prices this 
year. In Toronto, the average price of 
a new home will fall by 10 per cent 
for the second straight year. This is 
mostly explained by the fact that 
more smaller, lower priced homes 
are being built. This contrasts with 
the late eighties when bigger was 
considered better. For the first time 
since 1989 the average price of a new 
home in Toronto will be less than 
$300,000; it is forecast to fall to 
$290,000 in 1993. 


Resales Slip After a Strong 
1992 


After an 11 per cent increase in 
1992, resales in Canadian centres 
are forecast to fall by 3 per cent in 
1993. CMHC’s forecast of resales for 
all centres combined has been 
revised downward since last 
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October. This is in part due to the 
shrinking pool of first-time buyers 
who had pushed 1992 resale totals 
for all centres combined to levels 
not seen since the late eighties. 
Nine centres will enjoy the 
second straight year of improved 
resale activity in 1993. Small price 
increases and ample supply will 
keep most markets affordable and 
give potential buyers a wide 
selection of homes to choose from. 


Most Active Markets 


The greatest increases in resale 
markets will occur in the east with 
Hull, St. Catharines, Montreal, 
Charlottetown and St. John’s leading 
the way in terms of percentage 
growth in 1993. Other large centres 
will continue to have a high level of 
sales but the percentage change 
from 1992 will not be as great as 
those highlighted below. 

In Hull, move-up buyers, Ontario 
migrants and low interest rates are 
expected to stimulate resales. The 
biggest sellers in Hull will be single- 
family detached and luxury semi- 
detached homes. 


Highlights of 1993 Forecast 


Percentage Change in Annual Resales: 
1992-1993 


Top Five % |BottomFive % 
Hull 12 | Oshawa -11 
St. Catharines 9 | Regina -11 
Montreal 8 | Edmonton -10 
Charlottetown 6 | Quebec -8 
St. John’s 5 | Calgary -8 


In Montreal, modest job growth 
will help sustain the second straight 
year of growth in resale activity. 
Federal government programs, like 
the 95 per cent financing plan and 
the RRSP Home Buyers Plan, 
coupled with low mortgage rates 
will also boost resales. A buyers’ 
market will remain in Montreal this 
year and single-family home sales 
will rise. 


SE-COMDEOURR TERE LIDS 


In both Montreal and Hull the 
condominium market must grapple 
with oversupply, changing consumer 
preferences and increased competi- 
tion from other types of affordable 
housing in the coming years. These 
factors will combine to sustain a 
buyers market for condominiums in 
these Quebec centres. 

The sales of existing homes will 
increase for the second year in a 
row in Charlottetown, while resales 
will turn around in St. John’s and St. 
Catharines in 1993 after a down 
Weat dildo, 

Resales will slide in 13 centres 
across Canada with Oshawa, Regina, 
Edmonton, Quebec and Calgary 
experiencing losses in the 8 to 11 per 
cent range. After record sales in 
Edmonton in 1992, the resale market 
will slip this year, but like Regina and 
Calgary this is only a slight levelling 
off after strong growth last year. 

Québec City will also see resales 
fall in 1993. This is partly due to the 
fact that the recession was late to 
hit the city and did not arrive until 
the second half of 1991. Several 
important projects such as the 
building of the Alumax aluminum 
plant and frigate construction 
subcontracts, delayed the recession 
which was felt elsewhere in the 
province in the spring of 1990. With 
the completion of some of these 
projects in 1992, economic activity 
is slowing down and will reduce 
the pace of resales in 1993. 

Despite strong sales in 1993, none 
of the top five percentage leaders in 
resales will see resale prices rise 
significantly in their markets. The 
markets are just too well supplied 
to foster any major price gains. 

Strong demand will keep resale 
prices high and climbing fastest in 
Vancouver and Victoria. In fact, the 
average resale price in Vancouver 
and Victoria will hit all-time highs 
of $326,000 and $239,000 respec- 
tively. This means that the average 
resale price in Vancouver will be 
over four times the price in 
Trois-Riviéres of $73,000 — the 
lowest price of all centres. 


continued on page 8 
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Accessory Apartments Gaining Popularity 
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in Canada is increasing. For 

years these apartments were 
called illegal suites and most 
municipal bylaws disallowed them. 
They are defined as self-contained 
living spaces in primarily single 
family dwellings which usually 
share a yard, a parking space and 
an entrance. Across the country a 
variety of terms are used to describe 
them, including accessory or subsidi- 
ary apartments, secondary suites, 
apartments in houses, in-law suites, 
or simply basement apartments. 

Attempts to survey the number of 
units have been difficult and often 
inconclusive because of their illegal 
status in many areas. Estimates of 
how many single-family dwellings 
contain an accessory apartment 
range from almost 6 per cent in St. 
John’s to between 10 and 20 per 
cent in the urban regions of 
Toronto and Vancouver. The 
Ontario Ministry of Housing 
estimates there are about 100,000 
illegal apartments in houses across 
the province. 

Over the years, research has 
found that many municipalities 
across Canada have tended to turn 
a blind eye to the growing number 
of accessory apartments, preferring 
to enforce bylaws on a complaint 
basis rather than through property 
standards and regulation. As a 
result, relatively few have been 
closed down and many apartments 
exist today that do not meet fire, 
health and safety standards. This 
situation is prompting many in the 
industry to question the practice of 
avoidance and a growing consensus 
is emerging for governments to 
remedy the situation. 

This article summarizes some 
interesting findings of a recent 
CMHC research study in St. John’s, 
Newfoundland which showed that 
accessory apartments are popular 
with both homeowners and renters. 
Following this, recent provincial 
government efforts to address the 
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In particular, those earning 
between $10,000 and $15,999 relied 


issue of accessory apartments in 
Ontario and British Columbia are 


highlighted. on rental income for 73 per cent of 
their mortgage payment. Without 
Accessory Apartments this rental income, mortgage 
Improve Afforda bility in payments would require, at best, 39 
per cent of income, well in excess 
St. John’s 


of the industry norm of limiting 
payments for mortgage, principal, 
interest, property tax and heat at 32 
per cent of income. 

In addition to enhancing 
homeowner affordability, renters in 
St. John’s were found to benefit 
from lower rents in accessory 
apartments. As shown in Table 2, 
rents in larger apartment structures 
were 21 per cent higher than 
accessory apartments for one 
bedroom units, 31 per cent higher 
for two-bedroom units and 5 per 
cent higher for three-bedroom units. 

These findings confirm that the 
rental income from an accessory 
unit is instrumental in bridging the 
homeownership affordability gap 
for modest income households. 


A study completed in 1992 
involving comprehensive surveys of 
both the housing stock and house- 
holds showed that accessory apart- 
ments enhanced the affordability of 
both homeowners and renters. 

The impact of accessory 
apartment rental income on the 
affordability situation of home- 
owners was determined by 
analyzing their income and calculat- 
ing how much rental income 
contributed towards mortgage 
payments. As shown in Table 1, 
households with an income of less 
than $25,000 in 1991 relied on the 
rental income to pay in excess of 
three quarters of their monthly 
mortgage payment. 


Table 1 
Rental Income and Mortgage Payment by Income Level 
Homeowners With One Accessory Apartment in City of St. John’s 


Income Rent Mortgage Per cent 
Less than $10,000 $300 is 

$ 10,000-$15,999 374 $515 13 

$ 16,000-$24,999 430 560 Te 

$ 25,000-$34,999 410 659 43 

$ 35,000-$49,999 420 738 57 

$ 50,000-$74,999 415 881 47 

$ 75,000 and over 450 925 49 


Note: Per cent refers to the proportion of the monthly mortgage payment which is supported by rental income. 
* No mortgage payments were made at this income level. 


Table 2 
Comparison of Average Monthly Rents 
Accessory Units to Larger Apartments by Bedroom Type 


Number of Owner-Occupied Rental Structures 

Bedrooms Dwelling with one With 3 or more Units* 
Accessory Unit October 1991 

One $383 $466 

Two 426 561 

Three 550 580 


* CMHC Rental Market Survey. 
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Furthermore, renters benefit from 
lower, more affordable rents. Of 
particular importance was the fact 
that these improvements in 
affordability were accomplished in 
the private market without direct 
government subsidy. 

While the St. John’s study 
revealed that accessory apartments 
were viable, some problems were 
found to exist. For example, 
homeowners were concerned about 
parking, traffic, overcrowding and 
the impact the apartments could 
have on property values. Despite 
these concerns, 57 per cent of all 
homeowners surveyed agreed that 
houses with an accessory apartment 
are desirable in their neighborhoods 
and 56 per cent also expressed the 
opinion that this form of housing 
can add to overall property values. 

Another important finding of the 
St. John’s study was that the quality 
of accessory apartments was high; 
over 90 per cent of tenants 
perceived the overall condition of 
their unit to be good to excellent. 
This was largely attributed to the 
fact that most apartments are 
located in suburban areas, the 
owner lives in the adjoining unit 
and many were newly built homes 
constructed to accommodate 
apartments. These findings were the 
opposite of those in a 1990 study of 
accessory apartments in Toronto, 
Vancouver and Montreal which 
found apartments were of lower 
quality because they tended to be 
located in older dwellings in inner 
city areas and were owned by 
absentee landlords. 


Popularity Growing in 
Ontario and British 
Columbia 


Amendments to the Ontario 
Planning Act and the Municipal Act, 
expected to become law in mid 
1993, will allow people to have one 
apartment in their house without 
getting special permission from 
their municipality. The proposed 
legislation followed a consultation 
process during which a number of 
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issues relating to planning, 

regulation and health and safety 

were identified. The legislation 
proposes a number of measures to 
address the main issues which are: 

e regulations relating to zoning and 
property standards that apply 
directly to apartments in houses; 

e improving the ability of 
municipalities to investigate 
problems with zoning or property 
standards; 

e strengthening the rules to resolve 
issues relating to renting 
apartments to related and 
unrelated people; and 

e facilitating the creation of garden 
suites. 

In British Columbia, a Provincial 
Commission on Housing Options 
recently advocated a strong position 
in favour of accessory apartments. 
In their report, the Commission 
recommended a legislative 
amendment to enable one 
additional residential apartment in 
either existing or new detached 
dwellings. A legislative amendment 
was also recommended to ensure 
that local governments do not 
establish policies or regulations that 
unreasonably impede the ability of 
homeowners to create secondary 
suites. 

In recommending the legislative 
changes, the Commission 
recognized that special regulations 
would be needed to respond to fire 
and safety issues. Other conditions 
were also envisaged relating 
specifically to suites already in 
existing homes, new suites in 


existing homes and new suites in 
new housing. To help homeowners 
who wish to create or upgrade a 
secondary suite the Commission 
recommended that the Province 
provide a loan of up to $7,500 and 
that a first year budget of $7.5 
million be established. 


Advantages Can Outweigh 
Disadvantages 


The findings of the St. John’s study 
and the recent experience in 
Ontario and British Columbia 
increasingly show that with 
effective regulations and controls 
the advantages of accessory 
apartments can outweigh the 
disadvantages. A consensus appears 
to be emerging that accessory 
apartments are one of the most cost 
effective ways to produce afford- 
able rental housing and at the same 
time improve access to homeowner- 
ship, especially for modest income 
households. Both these goals 
appear obtainable without direct 
government subsidy. @ 


The study entitled "The Role of 
Subsidiary/Accessory Apartments in the 
St. John’s CMA", was commissioned by 
CMHC based on a need identified by 
the Joint Committee on Housing 
Affordability which is comprised of 
CMHC, the Newfoundland and Labrador 
Housing Corporation and the cities of 
St. John’s and Mount Pearl. Copies of 
the report can be obtained from The 
Canadian Housing Information Centre, 
CMHC National Office, 700 Montreal 
Road, Ottawa, Ontario, K1A OP7, 
613-748-2367 or Fax at 613-748-4069. 


ECONOMIC & HOUSING MARKET INDICATORS (pages 2 & 3) 


Total Employment: 
Total employment is the number of people 


employed in the CMA across all industries in a 
particular year. 


Total Housing Starts: 
Total housing starts is defined as the total number 


of starts for all housing types for the year. 


Single New House Price: 
The single new house price is defined as the 


weighted average price of all units sold during the 
year. 


Number of MLS Sales (residential): 
The number of residential MLS sales is defined as 


the total number of sales for all types of residential 
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dwellings sold through the MLS service for the year. 
The number of MLS sales is supplied by local real 
estate boards. 


Single MLS Average Price: 

The single MLS average price is the weighted 
average price of single family homes sold through 
the MLS service for the year. MLS price data is 
supplied by local real estate boards. 


Three-Unit Structures Vacancy Rate: 

The three-unit structure vacancy rate is the overall 
vacancy rate reported in the Rental Market Survey 
for both April and October. This would include 
both rowhouses and apartments. 
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continued from page 5 Resale prices 
will rise in all but four metropolitan 
areas during 1993. Despite the drop 
in sales in Regina and Edmonton, 
average prices should increase 
slightly as the markets shift from 
first-time to move-up buyers who 
will prefer more expensive homes. 

Toronto and Oshawa are the only 
centres forecast to show price 
declines in 1993, however the fall 
will be less than 3 per cent in both 
centres. 


High Vacancy Rates to 
Continue in Many Centres 


CMHC’s forecast for October 1993 
indicates that rental markets in 15 
centres will have a vacancy rate of 
5 per cent or more, up from 11 
centres in October 1992. Overall, 22 
of 27 rental markets are forecast to 
have rates of 3 per cent or higher. 
As shown in the Summary of 
October 1993 Vacancy Rate 
Forecast, high vacancies will 
continue in the key metropolitan 
centres of Atlantic Canada, Quebec 
and Alberta. Other markets 
experiencing rates over 5 per cent 
will be Oshawa, Kitchener, St. 
Catharines and Winnipeg. The main 
factors keeping vacancies high are: 
renters buying homes with the help 
of low interest rates and two 
popular federal housing programs; 


| Resale Market Hottest in Vancouver 


Forecast Average MLS Prices for Selected Centres — 1993 


Percentage Change from Previous Year in ( ) 
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SOURCES: CMHC and local real estate boards. 


modest employment growth and 
new rental projects coming on 
stream in some local markets. 

Vacancy rates are forecast to be 
the lowest in Victoria and 
Vancouver. These centres are 
experiencing stronger economic 
growth, high in-migration and more 
active real estate markets compared 
to the rest of Canada. 

The October forecast indicates 
that while renters in most centres 
will continue to enjoy abundant 


choice, the prolonged period of 


Summary of October 1993 Vacancy Rate Forecast 


Level Metropolitan Area and Vacancy Rate 
ATLANTIC % QUEBEC % ONTARIO % WEST % 
5 per cent St. John’s 75 Sherbrooke 8.2 Oshawa 6.0 Calgary 6.0 
and over: Saint John Hee Montreal Tee Kitchener 5a Edmonton 5.5 
15 centres Halifax 7.2 Chicoutimi 6.0  St.Catharines 5.1 Winnipeg o:2 
Charlottetown 6.4 Quebec 6.0 
Trois-Riviéres 5.1 
3 to 4.9 Hull 3.4 Sudbury 4.0 Saskatoon 4.9 
per cent: London 3.5 Regina 3.8 
6 centres Thunder Bay 3.4 
1 to 2.9 Hamilton 2.6 Vancouver 1.4 
per cent: Toronto 2.4 Victoria Ae 
6 centres Windsor 2.4 
Ottawa 1.5 
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high vacancy rates in many markets 
will continue to discourage new 
rental construction. ™ 
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Affordability Hits Record High in 
Many Centres 


ffordability improved in 
: iY 1993 as both the percentage 

of renters who can afford to 
buy and the percentage of houses 
available to renters rose to record 
levels in many Canadian centres. 
Several markets are the most 
affordable they have been since the 
CMHC indicators were first ° 
developed in 1990. With mortgage 
rates hovering around 25 year lows, 
an abundant supply of housing, and 
only modest growth in home prices, 
buying a home has never been 
more affordable in many centres. 

St. John’s remains the most afford- 
able market both in terms of the 
percentage of renters who can af- 
ford to buy and the percentage of 
supply available to the average first 
time buyer. Victoria and Vancouver 
are the least affordable markets. 


The Percentage of Renters 
Who Can Buy Rises in Twelve 
Centres 

The percentage of renters who can 
afford to buy an average priced 
NHA insured starter home has 
increased over the last year in 12 of 
27 centres. Oshawa has seen the 
greatest improvement in affordabil- 
ity as the indicator rose to 38.4 from 
34.6 per cent. Affordability was also 
significantly better in London, Ham- 
ilton, Toronto and Charlottetown 
since last July. The main reason for 
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the rise in affordability in- these 
CMAs is a drop in mortgage.) rates 


set moderate increases in average — 
starter home prices. 
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The affordability indicator has 
fallen in 14 markets over the last 
year although most centres which 
have slipped have not lost more 
than two percentage points from 
last July’s level. Halifax renters expe- 
rienced the largest drop in 
affordability of 5.2 percentage 


\\ 
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points. This decline was due to an 


« Sincrease in the average price of a 
from 9.5 to 8.4 per cent whiclt Teret by 7 


starter home. It should be noted 
that the average starter home price 
used in the calculation of the indica- 
tor may increase due to either a 
shift in the distribution to higher 
priced homes, or to an increase in 
prices of average homes. In Halifax, 
there were more expensive homes 
bought in the first half of 1993 
which increased the average price 
and pulled down the affordability in- 
dicator. 

Similarly, Regina and Saint John 
also saw the affordability indicator 


decline largely 


continued on page 8 


New this issue, Canadian 
Housing Markets combines 
CMHC’s affordability indicator 
of demand (the per cent of 
renters who can afford to 
buy), with our supply indicator 
(the percentage of listings 
affordable to renters). Prior to 
this issue, the demand and 
supply indicators were 
published separately in 
alternate issues. The new 
format facilitates assessments 
of overall affordability in local 
markets. 


Canada 


Affordability Reaches New High in Eleven Markets 
| “ MHC’s affordability indicator 
o shows that for the first half Percent of Renters Who Can Afford To Buy A Home 
| of 1993, 11 centres have the (Ranked Highest to Lowest) 
highest percentage of renters who 
can buy a starter home since the hes Aen 
> ane : as : CENSUS TOTAL TOTAL FAMILY FAMILY FAMILY FAMILY 
indicator was first published in METROPOLITAN JAN.-JUNE | JAN.-JUNE | JAN.-JUNE | JAN.-JUNE | JAN.-JUNE | JAN.-JUNE 
1990. Seven of these centres are in AREAS (CMA) 1993 1992 1993 1992 1993 1992 
 ——————————————————————————————————————————————————————————————— 
STE Bb ATC eee St. John's 514 | 534 | 514 | 534 | 508 | 529 
ha cud Chicoutimi-Jonquiére | 50.7 | 507 | 532 | 533 | 426 | 426 
Toronto, and Oshawa. The ; 
improvement in affordability in Windsor 48.6 49.7 Bois 54.4 41.4 42.5 
these centres is primarily the result Thunder Bay 48.0 49.5 94.7 96.0 36.0 37.7 
of falling interest rates and Saskatoon 47.6 48.5 51.9 52.7 42.8 43.8 
declining or very modest price Winnipeg 44.4 45.3 50.7 S15 37.0 37.9 
yee ‘ Regina 43,7 45.5 47.4 49,2 39.5 41.3 
Outside Ontario, E ton, ; 
Dee ore eras Weg. le 4 Queer 429 | 439 | 516 | 525 | 304 | 314 
Calgary, Sherbrooke and Chicoutimi 
also saw the percentage of renters Charlottetown 42.5 39.9 47.7 44,7 36.8 34.6 
who could afford to buy hit record Saint John 40.7 42.7 42.5 44.6 35.4 37.4 
levels, In Edmonton and Calgary Edmonton 40.1 39.3 47.0 46.2 30.9 30.1 
modest income growth and lower London 39.9 36.7 47.8 44.4 99.9 97.1 
Dea aes eae ae Trois-Rividres 308 | 412 | 459 | 473. | 295 | 308 
ability. In Sherbrooke and 
ae: er: hy Hull 39.5 41.0 44.4 46.0 29.8 Sie 
Chicoutimi declining interest rates 
and house prices played a major Halifax 39.4 446 44.9 50.4 30.6 35.6 
role in increasing renter affordabil- Oshawa 38.4 34.6 42.7 38.7 CM ES) 24.3 
ity over the last three years. St. Catharines-Niagara | 37.2 36.1 41.0 39.9 29.4 28.3 
Sie. John’s and Chicoutimi are the Sudbury B74 35.4 41.8 39.6 26.8 95.2 
st affordabl tres in th 
Pui ee te rat acueraen Doe pa? Sherbrooke 367 | 364 | 440) || 437 |) 2267 08 Wo5.e 
country, with over half of all renters 
able to afford an average priced Calgary 35.4 33.8 41.7 40.1 27.9 26.4 
starter home. At least 30 per cent of Kitchener 35.3 33.5 41.8 40.0 24.2 22.6 
renters can afford to purchase a Montreal 34.8 35.4 43.1 43.8 22.9 23:0 
starter home in every centre except Ottawa 32./ S331 40.6 41.1 23.2 23.6 
for Victoria and Vancouver, where Hamilton 31.2 58.9 36.8 34.6 999 19.8 
only 9.4 and 19.5 per cent can ; , , 
he denies Toronto 29.5 | 27.0 | 359 sa200 | oho 
respectively afford to buy. Never 
before have so many centres Vancouver 19.5 20.7 26.4 27.8 Zh 13.6 
experienced such high levels of Victoria 9.4 9.2 13.1 12.9 49 4.8 
affordability. SOURCE: CMHC, Statistics Canada 
Canadian Housing Markets is a quarterly publication featuring CMHC’s local market sHordability indicators and housing forecasts. | 
The analysis and forecasts contained in the publication draw on a team of market analysts in the major housing markets across 
Canada. Comments and requests for additional information may be referred to: Greg Goy, Manager, Local Market Analysis, Market 
Analysis Centre, Canada Mortgage and Housing Corporation, Ottawa. Tel.: (613) 748-2582. 
Enquiries regarding subscription should be directed to: Canada Communication Group — Publishing, Ottawa, Canada K1A 0S9 
Tel.: (819) 956-4802; Fax: (819) 994-1498. 
Annual subscription (4 issues) $44 + GST — Catalogue No. NH12-7E; Single issue $11 + GST — Catalogue No. NH12-7-1993-3E 
Cette publication est aussi disponible en francais sous le titre Marchés de I’habitation canadiens 
Numéro de catalogue NH12-7-1993-3F (OND) 
© Canada Mortgage and Housing Corporation 1993 — ISSN 1188-4487— Printed in Canada EY 
CMHC offers a wide range of housing-related information. For details, contact your local CMHC office. 
CMHC subscribes to Canada’s Green Plan. Quantities of our publications are limited to market demand; updates are produced 
only when required; and recycled or environmentally friendly stock and environmentally safe inks are used wherever possible. 
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Abundant Supply of Affordable Homes 


A MHC’s analysis of 
O.. supply of 
affordable 

housing, shows that in 
Hune, 1993" 20 centres had 
at least one half of active 
listings affordable to the 
average renter. Only in 
St. Catharines (46.6 per 
cent), Hamilton (44.0 per 
cent), Vancouver 272 
per cent) and Victoria 
(8.9 per cent) were 
affordable listings less 
than 50 per cent. 


Over the last 

year, renters 
in 12 centres 
were able to 

increase their 
choice in the 
resale market. 


St. John’s, Chicoutimi, Saskatoon, 
and Regina were the four centres 
with the highest percentage of 
affordable supply in 1993. 

In 1993, seven centres had the 
highest percentage of affordable 
supply since CMHC first published 
the indicator in 1991. St. John’s ex- 
perienced the greatest proportion of 
affordable supply of any market in 
the history of the indicator, with 
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92.1 per cent of active listings afford- 
able to renters. Other centres 
experiencing highs in affordable 
supply in 1993 include: Vancouver, 
Calgary, Sudbury, London, 

St. Catharines and Chicoutimi. 

Victoria and Vancouver had the 
lowest percentage of supply avail- 
able and the least choice for 
first-time buyers in Canada. 
Demand pressures in these markets 
have driven house prices up to re- 
cord levels while renter incomes 
have not kept pace. This has limited 
the supply affordable to renters. 
One positive trend has been the 
continuous increase in the supply 
of affordable housing in Vancouver, 
from 1572 percentin) 199% (0727-2 
percent) 199 3; 

Over the last year, renters in 12 
centres were able to increase their 
choice in the resale market. Afford- 
able supply improved in these 
markets due to interest rate de- 
clines, modest renter income 


Biggest Changes in 
Affordability 

The Percentage of Listings Affordable 
June 1993 vs April 1992 


percentage 
point change 
UP in affordability 
Sudbury 20.9 
St. Catharines 12.6 
London V1.2 
Vancouver 8.0 
St. John’s (ees 
DOWN 
Trois-Riviéres -11.0 
Hamilton -8.0 
Kitchener 7.5 
Charlottetown -3.5 
Hull -3.0 


SOURCE: CMHC. Calculations based on local Real 
Estate Board data. 
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growth and an increase in the num- 
ber of lower priced listings. 

The markets with the largest 
gains in the percentage of 
affordable listings include: Sudbury, 
St. Catharines, London, Vancouver, 
and St. John’s. In these centres, the 
maximum affordable house price 
rose significantly. 

This maximum affordable house 
price is based on average renter in- 
come, mortgage carrying and 
heating costs, and property taxes. 
Sudbury showed the greatest in- 
crease in affordable supply, up 20.9 
percentage points, to 65.3 per cent 
this June from 44.3 in April of 1992. 

This improvement is due to an in- 
crease in the number of lower 
priced listings, falling interest rates 
and modest income growth. 

Twelve centres saw the percent- 
age of affordable supply fall since 
last year. Trois-Rivieres registered 
the sharpest drop in affordable sup- 
ply of 11 percentage points but 
most other losses were under five 
percentage points. In Trois-Rivieres, 
the number of lower priced listings 
has decreased. 

In addition to Trois-Rivieres, 
Hamilton, Kitchener, Charlottetown 
and Hull also saw the supply indica- 
tor fall by over three percentage 
points since last April. In Hamilton 
and Kitchener, the decline in the 
percentage of listings affordable to 
renters is primarily due to fewer 
lower priced listings on the market. 

In Charlottetown, the percentage 
of affordable listings fell as incomes 
did not increase enough to keep 
pace with rising average resale 
prices. In Hull, the small decrease 
in the percentage of affordable sup- 
ply is partly due to increased 
heating costs. ™ 
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| Supply Available to Average Renter Households 
AVERAGE MAXIMUM 
CENSUS RENTER INCOME AFFORDABLE SUPPLY 
METROPOLITAN HOUSEHOLD | FOR 1993 HOUSE” AVAILABLE MOST PREVELANT 
| AREAS (CMA) TYPE $ $ % HOUSE TYPES 
| ee fe a 
| Victoria Family 46,055 140,137 13.4 Townhouse; Duplex 
| Non Family 36,946 106,010 4.8 Apartment Condo 
| Total 42,439 126,589 8.9 Manufactured Home; Apt. Condo 
Vancouver Family 60,878 200,196 30.8 New Townhouse; Older Bungalow 
Non Family 50,709 162,098 2137 Newer “*Condo Apt. 
Total 56,038 182,062 272 Older! Thouse; New Apt. Condo 
Edmonton Family 48,340 151,341 68.1 New Small Split; New Small 2 Storey 
Non Family 40,577 122,256 49.1 Older 1 1/2 Storey; New Thouse Condo 
Total 45,167 139,452 61.1 New Smaller Split; Older Bungalow 
Calgary Family 50,843 156,899 68.0 Newer 2 Storey 
Non Family 43,648 129,940 48.0 Older Bungalow; Row; Apt. Condo 
Total 47,654 144,950 58.0 Bungalow; 2 Storey; Split-Level 
Saskatoon Family 44,948 142,969 88.1 2 Storey; Split-Level 
Non Family 39,193 121,407 80.6 Bungalow; Split-Level 
Total 42,239 132,820 85.3 Bungalow; Split-Level 
Regina Family 42,804 130,153 84.2 Bungalow 
Non Family SE2iT 109,445 78.1 Bungalow 
Total 40,159 120,242 81.2 Bungalow 
Winnipeg Family 48,039 145,319 N/A N/A 
Non Family 40,759 118,047 N/A N/A 
Total 44,803 133,195 N/A N/A 
Thunder Bay Family 55,840 179,609 77.4 Bungalow; 1 1/2 Storey; 2 Storey 
Non Family 47,781 149,413 62.3 Bungalow; 1 1/2 Storey; 2 Storey 
Total 52,999 168,963 71.0 Bungalow; 1 1/2 Storey; 2 Storey 
Sudbury Family 47,723 151,242 69.0 Bungalow; 1 1/2 Storey 
Non Family 42,580 131,971 54.6 Bungalow 
Total 46,193 145,510 65.2 Bungalow; 1 1/2 Storey 
Windsor Family 58,932 191,100 80.4 1 1/2 Storey; Bungalow; Split-Level 
Non Family 48,431 151,754 62.0 1 1/2 Storey; Bungalow; 2 Storey 
Total 54,818 175,687 74.7 1 1/2 Storey; Bungalow; Split-Level 
London Family 55,675 184,575 Dele) Bungalow; Condo Row; Split-Level 
Non Family 45,137 145,090 51.3 Bungalow; Condo Row; Condo Apt. 
Total 51,351 168,372 64.0 Bungalow; Condo Row; Condo Apt. 
Kitchener Family 50,965 158,787 60.0 Bungalow 
Non Family 43,157 129,533 36.8 Condo Apt./Bungalow 
Total 48,190 148,390 po Bungalow 
St. Catharines-Niagara Family 49,539 156,354 49.5 Bungalow 
Non Family 42,537 130,119 39.3 Bungalow 
Total 47,299 147,961 46.6 Bungalow 
Hamilton Family 51,925 160,767 58.0 2 Storey 
Non Family 42,203 124,344 27.0 1 1/2 Storey; Row 
Total 48,203 146,822 44.0 1 Storey 
NO 


CMHC CANADIAN HOUSING MARKETS ~ THIRD QUARTER 1993 PAGE FOUR 


Supply Available to Average Renter Households (cont’d) 


AVERAGE MAXIMUM 
CENSUS RENTER INCOME AFFORDABLE | SUPPLY | 
METROPOLITAN HOUSEHOLD 1993 HOUSE* AVAILABLE | MOST PREVELANT 
AREAS (CMA) TYEE $ $ % HOUSE TYPES 
LLL LL a 
Toronto Family 64,929 204,750 N/A N/A 
Non Family 56,393 ge N/A N/A 
Total 61,679 192,574 N/A N/A 
Oshawa Family 54,248 169,038 N/A N/A 
Non Family 46,751 140,950 N/A N/A 
Total 52,009 160,651 N/A N/A 
Ottawa Family 56,504 171,016 59.9 Bungalow; 2 Storey; Condo Row 
Non Family 46,250 132,597 Bou Condo Row; Condo Apt.; Bungalow 
Total 52,041 154,294 50.3 Condo Row; Condo Apt.; Bungalow 
Hull Family 45,835 134,843 71.0 Bungalow 
Non Family 39,248 110,163 58.0 Bungalow 
Total 43,805 127,239 69.0 Bungalow 
Montreal Family 50,753 147,901 67.3 All types 
Non Family 40,977 111,274 40.4 Bungalow; Split-Level; Condo 
Total 47,172 134,485 57.8 All Types 
Trois-Riviéres Family 41,466 123,770 68.0 Bungalow; Split-Level 
Non Family 35,251 100,483 56.0 Bungalow 
Total 39,432 116,148 64.0 Bungalow 
Sherbrooke Family 41,622 121,990 72.8 Bungalow; 2 Storey 
Non Family 36,268 101,931 59.0 Bungalow; Condominiums 
Total 39,750 114,975 65.7 Bungalow; Condominiums 
Québec Family 46,750 134,866 79.1 All types except Executive Style 
Non Family 39,453 107,527 60.1 All types except Executive Style 
Total 44,172 125,208 74.5 All types except Executive Style 
Chicoutimi-Jonquiére Family 44,589 133,165 87.8 Standard Bungalow 
Non Family 39,394 113,698 74.4 Standard Bungalow 
Total 43,406 128,732 85.6 Standard Bungalow 
Saint John Family 41,753 130,223 79.6 2 Storey 
Non Family 37,182 113,097 69.7 Split Entry 
Total 40,292 124,750 hes Large Split Entry 
Halifax Family 44,874 140,928 TAA Single-Detached 
Non Family 40,582 124,844 58.8 Single-Detached 
Total 43,285 134,971 67.4 Single-Detached 
St. John’s Family 53,666 174,393 92.1 Bungalow; 2 Storey 
Non Family 53,171 172,535 91.9 Bungalow; 2 Storey 
Total 53,518 173,836 92.1 Bungalow; 2 Storey 
Charlottetown Family 40,663 125,523 64.8 All types 
Non Family 37,494 113,649 aos Not 2 Storey 
Total 39,684 121,854 61.7 All types | 


| 
* Calculated with a mortgage rate of 8.4 per cent 

““Newer is five years or less 

t Older is ten years or more 

Thouse refers to townhouse and appears throughtout this table where space dictates. 

N/A is data not available from local Real Estate Boards. 

SOURCE: CMHC, local Real Estate Boards and Statistics Canada. 
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Single-Detached Homes Accessible to Five Per Cent 


Down Buyers 


irst-time buyers using 
CMHC’s First Home Loan 
Insurance (FHLD program 
are buying a surprisingly high 
| number of single-detached homes 
in Canada’s major centres in 1993. 

As shown in the chart, over 70 
per cent of existing homes bought 
under the program were single- 
detached units. 

Even in places where affordability 
is low, such as Vancouver, a surpris- 
ingly high 40 per cent of existing 
homes bought were single- 
detached. 

Homebuying activity under the 
federal plan is up in the first six 
months of this year from the same 
period last year even when January 
1993 sales are excluded to compen- 
sate for the fact that the program 
did not come into effect until 
February 1992. 

The majority of homes insured 
under the program have been exist- 
ing houses. However, in 1993, 


Many Canadians are taking advantage 
of CMHC’s First Home Loan Insurance 
program that allows them to buy a 
house with only a 5 per cent down 
payment. The lower down payment 
enables purchasers to buy sooner and 
use their additional savings for other 
necessities such as appliances and 
furniture. 


| To qualify for the program you must be 
buying a house for the first time. The 
home can be a new or resale home in 
| any market across Canada. The 
purchase can be financed with a first 
mortgage only or a combination of a 
first and second mortgage. 


Important First Home Loan 
Insurance features: 


| 


© Loan Amounts — Maximum 
mortgage loan is 95 per cent of the 
lending value of the home. 


Singles Are Accessible With Five Per Cent Down Program 
Distribution of House Types Bought in Major Canadian Centres 


EXISTING 


Semi 9% 
va 


— Row 11% 


— Apt. 7% 


Mobile 1% 


Single 72% 


NEW 


Semi 15% 
Vi 


\ — Row 18% 


— Apt. 9% 


\ 
Mobile 1% 


| 
Single 57% 


Based on NHA mortgage approvals in CMAs under the FHLI program, January-June 1993. 


SOURCE: CMHC. 
builders have been producing more 
modest homes which has increased 
the share of new homes insured 
under the plan to 15 per cent, up 
from 12 per cent last year. Of these 
new units, over half were single- 
detached. 

New row houses were also popu- 
lar (18 per cent), as were semi- 


© Mortgage Term — Minimum 
mortgage term is 5 years. 


© Maximum House Prices — In 
greater Toronto and Vancouver 
areas the maximum is $250,000. In 
16 other metropolitan areas with 
high average house prices and in 
northern areas the maximum is 
$175,000. Everywhere else the 
maximum house price under the 
program is $125,000. 


© Eligible Buyers — An eligible 
buyer is anyone who buys or builds 
a home in Canada intending to 
occupy it as his/her principal 
residence and has not owned a 
principal residence at any time 
during the last 5 years. 


If there are two home buyers only one 
has to be a first-time buyer. 
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detached (15 per cent) and to a 
lesser extent condominium apart- 
ments (9 per cent). Through the 
FHLI program, over 110,000 first- 
time buyers have been able to 
realize their dream of homeowner- 
ship. @ 


§ CMHC’s First Home Loan Insurance 


© Income and Payment 
Requirements — Buyers may 
qualify for First Home Loan 
Insurance if they can meet 
payments for principal, interest, 
property taxes, heating and 50 per 
cent of condominium fees without 
consuming more than 35 per cent of 
their gross family incomes. 


© How to Get First Home Loan 
Insurance — You can deal with a 
wide variety of lenders authorized 
by CMHC to provide CMHC-insured 
mortgage loans. Most Canadian 
chartered banks, trust companies, 
credit unions, life insurance 
companies and caisses populaires 
offer CMHC-insured mortgage 
loans. For further information about 
whether or not you qualify for First 
Home Loan Insurance, speak to 
your lender. 
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COSTS AND INCOMES FOR AFFORDABILITY INDICATOR 


CENSUS 
METROPOLITAN 
AREAS (CMA) 


Victoria 
Vancouver 
Edmonton 
Calgary 
Saskatoon 
Regina 
Winnipeg 
Thunder Bay 
Sudbury 
Windsor 
London 
Kitchener 

St. Catharines-Niagara 
Hamilton 
Toronto 
Oshawa 
Ottawa 

Hull 

Montreal 
Trois-Riviéres 
Sherbrooke 
Québec 
Chicoutimi-Jonquiére 
Saint John 
Halifax 

St. John’s 


Charlottetown 


t Revised due to improved data. 


AVERAGE 
STARTER 
HOUSE 
PRICE 
$ 


JAN-JUN — JAN-JUN 
1993 1992 


174,990 
182,370 
103,890 
118,640 
73,800 
73,830 
78,120 


150,740 
158,660 
96,630 
110,640 
65,740 
63,060 
68,990 
109,860 94,950 
106,640 


101,010 


98,730 
89,260 
120,220 114,900 
127,860 121,530 
108,770 100,880 
133,230 127,090 
168,350 


136,270 


163,740 
130,980 
124,030 

83,460 


137,160 
94,890 
102,890 
71,780 


92,970 
61,690 
78,010 70,780 
82,500 73,220 
69,200 


78,120 


61,430 
66,610 
86,880 
80,350 


104,220 
91,820 


(GAN TAY 


MONTHLY 
MORTGAGE 
COST 
$ 
M1802 
al ies 
isco) eall,coe 
756 769 
863 880 
537 523 
937 502 
569 549 
800 799 
776 785 
735 710 
875 914 
931 967 
792 803 
S/O ais0b 

1,229 +, 1,303 
992 = 1,042 
998 987 
691 664 
749 740 
522 491 
568 963 
600 582 
504 489 
569 530 
758 691 
668 639 
549 574 


Sources: CMHC, Statistics Canada and Energy Mines and Resources. 
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ANNUAL* 
TAXES 
$ 


JAN-JUN JAN-JUN 
1993 1992 


1,868 
ioe 


1075 
1,894 
20023, 0 1,923 
2 cAGu ed 
1,542 1,515 
OTA. EOS 
2 Ole sen 10 
1,638 1,558 
1,534 1,513 
1,956 1,875 
1,422 1,312 
2,107 


1,928 


1,958 
1,848 
2,265 2,163 
2,670 2,457 
Pap SLLN aA) 
2,795 2,680 
1,900 1,882 
2,389 


1,398 


Zeca 
1,334 
1,570 1,481 
eit ae o7 8 
1515. 1,011 
1,089 


1,323 


1,063 
1,273 

890 
1,219 


1,088 
1,271 


ANNUAL 
HEATING 
$ 


JAN-JUN JAN-JUN 
1993 1992t 


900 900 
430 420 
920. = 5510 
520.2 477 
630 620 
610 600 
780 = =770 
890 890 
820 860 
580 600 
630 650 
640 650 
s(t | Soult 
620 640 
620 590 
600 580 
680 640 
1,250 1,130 
1,220 1,100 
1,300 1,180 
1,330 1,210 
1,330 1,210 
1,380 1,250 
1,150 1,060 
1,000 960 
1,190 1,160 
1,020 1,020 


MONTHLY 
TOTAL 
CARRYING 
COST 
$ 
Nias 1882 
1,504 1,422 
1,524 1,455 
968 971 
1 hO2” Ast 
718 701 
792 712 
815 794 
1,010 959 
Wie 983 
946 916 
1,046 1,078 
1159 1,184 
1,000 1,002 
1,210 1,245 
1,499 1,557 
1,230  1,2/9 
1,288 1,263 
953 Ike) 
1,049 1,016 
747 700 
809 787 
887 848 
745 TA 
799 707 
952 877 | 
858 810 
739 761 


INCOME 
REQUIRED 
TO CARRY 
MORTGAGE 

$ 


JAN-JUN = JAN-JUN 
1993 1992 


56,408 
57,142 


53,328 
54,562 
36,297 36,430 
41,343 


26,929 


41,729 
26,282 
28,216 26,682 
30;572,.29,770 
37,884 35,977 
36,458 36,869 
35,494 34,363 
39,220 


43,478 


40,408 
44,404 
37,493 37,589 
45,374 46,673 
56,225 


46,318 


58,370 
47,818 
48,292 47,377 
35,742 34,312 
39,355 


28,022 


38,117 
26,258 
30,350 29,523 
33,267 31,805 
27,932 26,955 
28,315 26,504 
35,702 32,897 
32,178 30,377 


27,729 28,521 


a 
* Please note that the sample used by StatisticsCanada to calculate property taxes has changed since July 1992. 
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continued from page 1 due to the 
purchase of more expensive homes. 
In St. John’s, modest income 
growth and falling interest rates 
could not offset the effect of an 
increase in the average starter home 
price. However, like Halifax, the 
average starter home price rose due 
to the purchase of more expensive 
homes rather than an increase in 
the price of average homes. & 
Contributors to Canadian Housing Markets 
include Greg Goy, Kirk Duerden, Bruno 
Duhamel and all local market analysts. 
Production of the report is handled by Wally 


Nickerson, Michéle Boutin, Sylvie Mathurin and 
Debbie Galipeau in the Market Analysis Centre. l 


Local Housing Market Information 


CMHC’s national network of local market analysts produce a range of 
information products that provide analysis of the new, resale and rental 
markets for each of the major metropolitan areas. Whether you're in 
financial services, real estate sales, the building industry, housing 
appraisals, urban planning, relocation consulting or government, your 
local CMHC branch is the source for the latest information on housing 
market activity. 

The following reports are available: 


Housing Market Forecasts 
Rental Market Reports 
Local Housing Market Reports 


For more information on these publications, contact the market analyst at 
your local CMHC office. 


SUPPLY INDICATOR (pages 4 & 5) 
Renter Household Types: 


Renter households aged 20-44 who have the potential to 
become homeowners in the near future are included in the 
supply analysis. They are classified as either a non-family 
household, which includes households of one or more 
unattached persons, or family households which include at 
least one economic family. An economic family is defined as a 
group of related individuals sharing a common dwelling unit. 
Total households refers to all households, family and 
non-family. Low income renters eligible for NHA social 
housing programs have not been included in the supply 
indicator. 


Maximum Affordable House: 

Maximum price a household could afford based on its income 
and assuming a 32 per cent gross debt service ratio (GDS) to 
service the mortgage payment, property taxes and heating 
costs. A three year mortgage rate of 8.4 per cent is used and a 
10 per cent down payment is assumed. 


Supply Available: 
The percentage of MLS* active listings at and below the 
maximum affordable house price. 


Most Prevalent House Types: 

The house types most often listed in the supply of listings. The 
house types are not exclusive of other house types that could 
also be included in the supply available. 


DEMAND AFFORDABILITY INDICATOR (page 7) 
Per Cent of Renters Who Can Afford: 


This represents the percentage of renter households in the 
prime home buying age group of 20 to 44 years, who have an 
income equal to or greater than the income required to 
purchase an average starter home. All family and non-family 
households in the 20 to 44 age group are included in the 
analysis. Renter households who qualify for NHA social 
housing programs are also included. 
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Average Starter House Price: 

The average starter house price is defined as the average price 
for an NHA insured, existing home and includes the following 
house types: single; semi-detached; rowhouse; mobile home; 
and apartment condominium. NHA insured homes are 
typically bought by young first-time buyers with less than 25 
per cent downpayment. The price is the average for each six 
month period and excludes those homes insured under the 
five per cent downpayment program. 


Monthly Mortgage Cost: 

The monthly principal and interest payment associated with 
the average starter home price, assuming a 10 per cent 
downpayment. The required mortgage insurance premium has 
been added to the mortgage balance. 


Property Taxes: 
Average property taxes for a dwelling owned and occupied by 
its owner. Data are from Statistics Canada. 


Heating Costs: 

Average heating costs representative of a starter home. Data 
are from Energy, Mines, and Resources and include the Goods 
and Services Tax. 


Total Monthly Carrying Costs: 
Total of monthly payments required for principal, interest, 
average property taxes, and heating costs. 


Income Required to Carry Total Costs: 

The income required to service the mortgage payments, 
property taxes and heating costs, assuming a 32 per cent gross 
debt service ratio (GDS). 


Mortgage: 

A three-year term closed mortgage was assumed with a 
25-year amortization period. An average interest rate of 9.5 per 
cent was used for the first half of 1992 and a rate of 8.4 per 
cent was used for the first half of 1993. 


NOTE: The FHLI program has different downpayment, GDS and mortgage term 
features from those used in calculating CMHC’s affordability indicators. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The 
Canadian Real Estate Association. 
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Housing Recovery Back on Track in 1994 


FORECAST HIGHLIGHTS 


@ Starts and resales up three 
per cent in 1994. 


@ 1994 the turning point for 
Toronto. 


M@ Vancouver price growth 
moderating. 


@ Employment growth to pick 
up in 1994. 


H Mortgage rates to remain 
low next year. 


H Affordability strong in most 


markets. 
7 back on track in 1994, as 

starts, sales and prices 
rebound in most centres after falling 
in 1993. Starts and resales for all 
metropolitan areas combined, will 
each grow by about three per cent in 
1994. This increase follows a 7.6 per 
cent decline in starts in 1993 anda 
6.2 per cent slide in resales. 

Next year will see both the new 
and existing market pick up in 
activity in 19 of 27 centres. This is an 
improvement over 1993 when only 
three centres are expected to see 
both starts and resales climb. Earlier 
CMHC forecasts anticipated recovery 
in 1993, but slower than expected 
economic growth and weak consumer 
confidence, have delayed the housing 
recovery until 1994. 

House prices will also rise in 
most major areas in 1994. In 23 of 
27 centres, the average price of 
anew home will go up, while in 
25 areas, the average resale price 
will increase. 


he housing recovery will get 


Employment growth will pick up 
in 1994, to a pace of 1.3 per cent 
from a projected .4 per cent in 1993. 
However, the modest pace of overall 
economic recovery will keep 
inflation and interest rates low next 
year. Mortgage rates will be kept 
around their current 25 year low 
throughout 1994, and this, coupled 
with only small price gains, will 
boost affordability in most places. 

Affordability will be a key factor 
lifting housing activity in just about all 
markets except Victoria and Vancouver, 
where high house prices are limiting 
access for first time buyers. With average 
single new house prices at $450,000 
in Vancouver and resales at $349,000, 
condominiums are leading the market 
because they are more affordable. 
Similar conditions hold true in Victoria, 
where average new house prices are 
forecast to rise to $305,000 and existing 
house prices to hit $262,000 in 1994. 


New Housing Market to 
Rebound in 1994 


The new housing market is poised 
for recovery in 1994 after a 
disappointing performance in 1993. 
Total housing starts will rise 2.8 per 
cent next year following a forecast 
decline of 7.6 per cent in 1993. 
Eighteen of the 27 major centres will 
see both starts and new house prices 
climb in 1994. Starts will rise in all 
but six areas while the average new 
house price will climb in all but four. 


1994: The Turning Point for 
Toronto 
1994 will mark the long awaited 


upturn in the Toronto new housing 
market. Starts will begin to recover 


next year after hitting a 30-year low 
in 1993. In addition, the slide in new 
house prices is forecast to stop next 
year as the average price will rise for 
the first time since 1990. 

In Vancouver, starts will taper off 
slightly next year after reaching a 
near record in 1993. Nonetheless, 
Vancouver's starts will be higher than 
Toronto’s for the second year in a 
row in 1994. Before 1993, Toronto 
had always led Canadian centres in 
starts. 

In Montreal, activity in the 
move-up market will push up starts 
of single family dwellings by eight 
per cent. High vacancy rates, and 
slow employment growth will reduce 
rental housing construction by 22 per 
cent. Much of the demand from first 
time buyers has already been met, 
and as a result, condominium 
construction will fall by 6 per cent in 
Montreal next year. Overall, total 
starts will nudge up to 13,800 in 1994 
from a projected 13,700 in 1993. 
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Highlights of 1994 
Forecast : 
Percentage Change in 
Annual Starts , 
1993-1994 


Top Bottom 0! \° 
Five % | Five % 
Thunder Bay 36 | Edmonton -12 


Trois-Riviéres 22 | St. Catharines -11 


Winnipeg 21 | Calgary -8 
Toronto 19 | Québec —8 
Oshawa 18 | Saskatoon —8 


| 
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Economic and Housing Market Indicators 


SINGLE NUMBER SINGLE 3 UNIT + STRUCTURES 
CENSUS TOTAL NEW OF MLS* MLS VACANCY RATES 
METROPOLITAN TOTAL HOUSING | yr/yr | HOUSE | yr/yr | SALES | yr/yr | AVERAGE | yr/yr 
AREAS | EMPLOYMENT | %chng| STARTS | %chng} PRICE | %chng} (RES.) | %chng} PRICE | %chng} APRIL | OCTOBER 
Victoria 1992 125,700 2,421 240,150 8,142 222,400 2.6 18 


1993** 126,700 0.8 2015} 891282000) 1/4) (550-73 Zain | 10 21 18 
1994** 129,100 1.9 2of0 — 22; 308,000, 62. 7800) 46 262000 6.1 2.0 -5 
Vancouver 1992 821,000 18,684 369,495 37,073 297,150 2.8 16 
1993** 825,000 0.5 | 21,000} 12.4 | 420,000} 16.0} 33,500 | —10.0) 349,000 | 17.0 2.0 1 
1994** 837,000 1.5 | 19,500} —7.1} 450,000; 5.0} 32,750} —2.0| 349,000 0.0 1.8 15 
Edmonton 1992 370,000 6,764 168,672 12,772 119,326 3.8 40 
1993** 365,000 | -14 6800, 051 1/2000' 20) 11,700| -84 122900 3.0 55 6.5 
1994** 365,000 0.0 6,000 | -11.8/ 175,500; 20} 11,200} —43 | 125,400 2.0 13 12 
Calgary 1992 361,000 7,034 174,674 17,857 128,571 ie 5.5 
1993** 359,000 | —0.6 6,200 | -11.9| 177,000; 1.3} 17,000} —4.8 | 133,000 3.4 7.0 5.9 
1994** 362,000 0.8 5,/00 | —81/ 180,000} ~1.7| 16,500} —2.9 | 135,000 15 6.0 oe 
Saskatoon 1992 84,000 464 130,800 2,828 74,946 75 43 
| 1993** 86,800 22 5/41 2371135000 321 2700' -45 | 800007) 67 6.7 21 
| 1994** 85,400 | -1.6 5o0 | —7.7| 139000, 30, 2800| 37 80000) 00 3.0 25 
Regina 1992 87,800 666 138,294 2,910 12.3034. O41 3.0 
1993** 88,400 0.7 520 | -21.9| 143,000} 34] 2,700) -7.2| 75,000t| 3.6 46 a6 
1994** 88,900 0.6 600} 15.41 144,000.) .0.7 | 2,600) —3.7) 76,5007) 2.0 46 42 
Winnipeg 1992 297,000 1,620 136,495 10,386 85,300. at 6.1 
1993** 298,500 0.5 1,650 1.9| 140,600; 30; 9600) —76| 86,150 1.0 5/1 5.9 
1994** 301,000 0.8 2,000; 21.2/ 143,400; 20) 10000| 42) 88000 21 56 5.0 
Thunder Bay 1992 58,200 563 163,558 1,594 108,648 2.1 25 
1993°" 57,000 | —2.1 541 | —3.9 | 175,007 7.0 1,530 | -—4.0 |) 115,384 6.2 OH 20 
1994** 57,900 1.6 13f | 36.2)\-186:382 6.5 1,568 2 119423 a 2.9 3.0 
Sudbury 1992 68,1004 1,289 161,100 2,15) 116,157 2.1 25 
1993** 69,8004] 25 812 | —37.0| 161,000} -—0.1; 1,985) —7.7) 116,900 0.6 5 3.8 
1994** 71,600 2.6 953 1741165200 26 2120) 68 121500 3.9 35 3.0 
Windsor 1992 115,000 1,376 188,056 4874 106,230 3.6 33 
1993** 115,000 0.0 1,545 | 12.3 | 190,000 1.0 4700} -—3.6 | 109,000 2.6 3.0 ra 
1994** 119,000 oi) 1,760 | 13.9) 194,000} 21] 5000} 6.4) 113,000 ou 2.4 135 
London 1992 164,000 1552 224,447 6,285 135,962 41 3.5 
1993** 177,500 8.2 2oon | 6711 225,000) 02) 5800, —7/ 135500 |-02 35 3.8 
1994** 182,000 25 2,/60| 64) 230,000| 22! 6400) 10.3 | 139,500 3.0 3.6 3.4 
Kitchener 1992 186,100 2,240 204,860 3,949 145,015 42 44 
1993" | 194,500 45 1,860 | —17.0 | 178,000 | —13.1 3,850 | —2.5 | 138,000 | —4.8 53 43 
1994** 199,000 ae 1,990 7.0 | 181,000 1.7) 4000 3.9 | 144,000 43 42 4) 
St. Catharines-Niagara 1992 142,200 1,669 196,599 2,431 128,990 2.9 3.4 
1993** 139,300 | —2.0 1310 |—21.5) 186,000, ~511 2325) -44 126800 -27 | 53 49 
1994** 138,100 | —0.9 1,170 | -10.7 | 184,000| -1.4] 2,400] 32) 127,450 1.6 47 42 
Hamilton 1002" | 289, 700 2,632 223,134 8,608 15,037 2.4 oe 
1993** 289,700 0.0 2425 3.9 | 217,000} -—3.0} 7,800} —9.4| 145,000 | —4.0 2.8 ea | 
1994** | 295,000 1.8 2,900 6.4 | 221,000 1.8} 8700} 11.5 | 151,000 41 2.4 20 
Toronto 1992 1,775,000 20,770 322,678 41,703 214,971 1.9 Zid 
4993°" | 9:75:00 0.0 | 16,200 | -22.0 | 300,000; -7.0| 39500} -—5.3| 210000 |-23 | 2.1 2.0 


1994** | 1,800,000 1.4 | 19,200} 185} 315,000} 5.0) 43,000} 89) 212,000 1.0 2.2 2.3 
er a ee Se 
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Economic and Housing Market Indicators (cont'd) 


SINGLE NUMBER SINGLE 3 UNIT + STRUCTURES 
CENSUS TOTAL NEW OF MLS* MLS VACANCY RATES 
METROPOLITAN TOTAL HOUSING | yr/yr | HOUSE | yr/yr | SALES | yr/yr | AVERAGE | yr/yr | 
AREAS EMPLOYMENT | %chng| STARTS | %chng} PRICE | %chng| (RES.) | %chng| PRICE | %chng| APRIL | OCTOBER 
Oshawa 1992 104,000 2,188 195,990 5,507 145,011 44 6.1 
1993** N/A N/A 1,225 | —-44.0 | 195,000} -0.5 | 4500 |-183/ 143,000 |-14 | 58 46 
1994** N/A N/A 1450 184) 200000, 26 | 4,800 6.7 | 145,000 1.4 3.8 3.0 
Ottawa 1992 339,200 5,830 204,100 9,089 143,868 1.4 13 
1993** 344.300)-1 1.5 4,300 | —26.2 | 208,000} 1.9 | 8250 | —9.2| 145,600 1.2 1.8 18 
1994** S51o008 |) 2:0 4850 | 12.8 | 204,000) -1.9 | 8600 4.2 | 147,000 1.0 2.3 1.9 
Hull 1992 136,000 2,368 122,918 1,543 99,720 42 Sf 
1993** 138,000 15 eeu) -/1112002)) 57 = 175 =«6150) 104263 46 3.6 45 
1994** 140,000 | 1.4 2000| 45 136,000) 47. 1800 1.4 | 107,000 2.6 49 45 
Montreal 1992 1,378,000 14,520 131,518 18,063 116,300 6.4 Ti 
1993** | 1,378,000 | 0.0 13,700 | —5.6 | 131,000 | —0.4 | 17,800 | —1.5 | 118,000 ile 6.4 77 
1994** | 1,388,000 | 0.7 13,800 0.7 | 131,000} 0.0 | 18,600 45 | 119,000 0.8 6.3 (2 
Trois-Riviéres 1992 49 300 696 80,000 705 71,500 8.1 7.0 
1993"* 51,500 | 45 780 «i2i1) 61500) 19 135 431 72,000 0.7 7.0 6.5 
1994** 63,000 3.9 950 2181 84000) 31 750 2.0; 74,000 2.8 6.0 53 
Sherbrooke 1992 54,750 749 93,300 909 81,700 8.6 9.3 
1993** 56,000 | 23 770| 28} 94,800) 1.6 930 2.3 | 83,500 De 8.0 76 
1994** BT 500s cd 820 65a 97, 300M)! 52:6) 1,005 8.1 | 84,500 (ee 6.2 5.9 
Quebec 1992 285,800 — 6,300 94 300 4237 80,000 53 6.3 
1993** 285,200 | -0.2 5000 -206 %5/00|' 15 3900 | -80) 81,200) 1. 53 6.0 
1994** 209000 + 13 4600; —80) 97,600; 20 | 4,000 26) 62,000E| 20 3 46 
Chicoutimi-Jonquiére 1992 54,800 13 81,900 1,430§ 76,470 48 7.1 
1993** 54,000 |-1.5 640 | —13.2 | 84,000; 26 | 1,480§| 35) 77,600 15 5.4 6.3 
1994** bo.500) 1) 28 700 G4 e857004 2.0) 15208 2.7 1 79,200 2.1 55 5.9 
Saint John 1992 54,000 493 114,155 1,163 84872 5.9 6.0 
1993" 5000) = 18 440 | -10.8| 114,500; 03 | 1,125 | -33) 86,500 1.9 78 6.3 
1994** 5,000 = (09 5U0 «6736 110500) 09 | 1200 6.7 | 88,000 i/ 15 6.5 
Halifax 1992 150,000 2,420 118,700 4,655 102,429 oe af 
1993** 151,000, "0:7 2,000 | -17.4| 120,700) 1.7 | 4,900 5.3 | 104,400 1.9 71 6.3 
1994** 154,000 | 2.0 2,350 | 17.5) 123,700} 25 | 4,800 | —2.0| 106,600 2 6.1 6.0 
‘St. John's 1992 69,500 1,024 128,700 1,720 91,959 13 5.6 
1993** 69,500 | 0.0 1,075 14130000 10. 1/25 0.3 92,500 0.6 7.9 8.8 
1994** 70,000 | 07 1700) 23 32500) 9 2.9 93,500 1 9.0 15 
Charlottetown 1992 24,000 336 123,000 288 95,150 8.5 6.4 
1993** 23,750 |—-1.0 280 | -16.7| 125,000} 1.6 260 | —9.7;| 96,000 0.9 7.2 48 
1994** 24 000 iy 290 3.6 | 125,000 | 0.0 300 | 15.4} 97,000 LO nahie 42 
ALL 1992 7,540,150 107,406 a — (212,872 — — — — 
METRO 1993" | (5/3450 | 04 | 9925/1 -/6 — — |199620 | -62) — et — ee 
AREAS 1994** | 7,669,150 | 13 | 102,080; 28) — — |206,088 3.2 ~~ — — — 


NOTE: CMA employment totals exclude Oshawa. 


* Multiple Listing Service (MLS) is a registered 
certification mark owned by The Canadian Real 
Estate Association. 

— ** 1993 —1994 values are CMHC forecasts except 
for the April and October vacancy rates which 
is actual. 


tAverage MLS price. 

Revised figure. 

ftAverage price for single-detached, 
semi-detached, row and apartment. 

§Sales data is from TEELA 


_ SOURCES: CMHC, Statistics Canada and local real estate boards. 
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continued from page 1 
The Most Active New Markets 


Starts growth will be strongest next 
year in Thunder Bay, Trois-Rivieres, 
Winnipeg, Toronto and Oshawa. 

In Thunder Bay, multiple construc- 
tion, both government assisted and 
private, will be responsible for the 
increase in total starts in 1994. Singles 
starts will post only modest gains 
next year. 

Steady employment growth for the 
second straight year will stimulate the 
new housing market in Trois-Rivieres. 
Both starts and the average new house 
price will also climb for the second 
year in a row in 1994, 

Activity in the move-up market will 
help fuel growth in new construction 
in Winnipeg. Rising demand for a 
limited number of larger existing homes 
will push up prices in the higher end 
of the resale market. New construction 
will be able to offer attractive alter- 
natives to buyers and will therefore 
expand in 1994. 

In Oshawa, starts will begin to 
recover next year after a projected 
drop in 1993. The average new house 
price will also rise and get back up 
to $200,000 next year. 

Only six centres will see starts 
decline in 1994. The sharpest declines 
will occur in Edmonton, St. Catharines, 
Calgary, Quebec and Saskatoon. 

In Edmonton, the drop in starts 
only represents a cooling off from the 
ten-year high projected for 1993. This 
high was fueled by pent-up demand 
and low mortgage rates. With no 
significant gain in employment, and 
lower in-migration, this year’s high 
level of starts cannot be sustained in 
1994. Starts in 1994 will, however, 
exceed the 1991 level. 

The new housing market in 
St. Catharines will decline in 1994 
due to the erosion of consumer 
confidence in that area. Employment 
will fall for the second year in a row, 
mainly due to the closing of the Ford 
Motor Company glass plant and the 
downsizing of General Motors to 
4800 employees in that area. The 
decline in government assisted 
multiple projects will also contribute 
to the slide in starts. On the bright 
side, starts of single detached homes 
will rise slightly in 1994. 
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Modest employment growth and 
very low in-migration, will reduce 
household formation and keep starts 
declining for the second year in a 
row in Calgary. 

In Québec City, starts will edge 
down in 1994, after a projected 
decline in 1993. The new housing 
market will adjust to the high number 
of vacancies in both single and mul- 
tiple family dwellings and further 


residential investment will be reduced. 


In Saskatoon, a lull in multiple unit 
construction will be the main reason 
for the decrease in starts in 1994. 

New house prices will keep 
smashing records in Vancouver as 
the average hits $450,000 in 1994. 
This price will be over five times the 
average price in Trois-Rivieres and 
over 40 per cent higher than Toronto’s. 


Price growth will, however, slow to 
five per cent in Vancouver after 
double digit gains in each of the last 
two years. Trois-Rivieres will hold its 
spot in 1994 as the centre with the 
least expensive average new house 
price at $84,000, but this is an 
increase of 3.1 per cent from 1993. 

In 18 centres, the average price of 
a new single detached dwelling will 
rise for the second year in a row in 
1994. Victoria, Vancouver, Thunder 
Bay, Toronto and Hull will see above 
average gains in new house prices 
in 1994. New house prices will rise 
next year in every centre except 
St. Catharines, Ottawa, Montreal and 
Charlottetown. In these four centres, 
lower demand or smaller new homes, 
will keep prices from increasing. @ 


New House Price Highest in Vancouver 
Average New House Prices for Selected Centres — Forecast 1994 
Percentage Change From Previous Year in (_ ) 
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ECONOMIC & HOUSING MARKET INDICATORS (pages 2 & 3) 


Total Employment: 

Total employment is the number of people employed 
in the CMA across all industries in a particular year. 
Total Housing Starts: 

Total housing starts is defined as the total number of 
starts for all housing types for the year. 

Single New House Price: 

The single new house price is defined as the 
weighted average price of all units sold during the 
year. 

Number of MLS Sales (residential): 

The number of residential MLS sales is defined as the 
total number of sales for all types of residential 
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dwellings sold through the MLS service for the year. 
The number of MLS sales is supplied by local real 
estate boards. 

Single MLS Average Price: 

The single MLS average price is the weighted average 
price of single family homes sold through the MLS 
service for the year. MLS price data is supplied by 
local real estate boards. 

Three-Unit Structures Vacancy Rate: 

The three-unit structure vacancy rate is the overall 
private market vacancy rate reported in the Rental 
Market Survey for both April and October. This would 
include both rowhouses and apartments. 
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Resale Market Gains Momentum in 1994 


he number of resales will 

grow at a modest pace of 

3.2 per cent in 1994, following 
a forecast drop of 6.2 per cent in 
1993. The 1994 gains, although 
moderate, will be widespread, as 
21 centres will see both sales and 
average price climb next year. In fact, 
resales will increase in all but five 
major centres. Where there is a decline, 
it will not be more than five per cent. 

Five centres will experience growth 

in sales and prices for the second 
straight year. Four of these areas are 
in Quebec: Trois-Riviéres, Chicoutimi, 
Sherbrooke, and Hull. St. John’s will 
also experience growth in both sales 
and average price for the second year 
in a row. 


Most Active Resale Markets 


Like the new housing market, the 
existing market in Toronto will also 
regain some lost ground next year. 
Both sales and prices will climb in 
1994 buoyed by modest employment 
growth and improved affordability. 
Toronto will see its first increase in the 
resale price in five years as the average 
inches up to $212,000 in 1994. 

Three of the five biggest percentage 
gainers will be in Ontario: Hamilton, 
London, and Toronto. Charlottetown 
and Sherbrooke will also be leading 
the nation in terms of percentage 
growth in activity over 1993. 

In Hamilton, move-up buying 
activity, particularly demand for 
modestly priced two-storey homes, 
will give the resale market a lift next 
year. Job creation will also help to 
solidify consumer confidence in 1994. 


Highlights of 1994 Forecast 


Percentage Change in Annual Resales 
1993-1994 


Top Five %  BottomFive % 


Charlottetown 15 Edmonton -4 
Hamilton i2 Regina —4 
London 10 Calgary -3 
Toronto 9 | Vancouver -2 


Sherbrooke 8 


Halifax =) 
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After an off year in 1993, resales 
are forecast to rebound in London 
next year. Steady job growth for the 
second year in a row will bolster 
consumer confidence and this will 
be felt in the housing market. 

Construction on the much awaited 
fixed link will give the Charlottetown 
resale market a shot in the arm in 
1994. Both prices and sales will 
increase in response to the rise in 
economic activity and employment 
next year. 

In Sherbrooke, expansion in the 
manufacturing sector will create jobs 
and boost the resale market in 1994. 
Next year will mark the second 
straight annual increase in resales for 
this Quebec centre. 

Only five centres — Edmonton, 
Halifax, Regina, Calgary and 
Vancouver — will see resales slide 
in 1994. In most cases, the drop 
represents only a slight moderation 
from very strong activity in both 1992 
and 1993. CMHC’s First Home Loan 
Insurance program played a key role 
in stimulating strong first-time buying 
in the last two years and this has 
driven resales up to record levels in 
some centres. 

In Edmonton, record levels of 
activity in the resale market simply 
cannot be sustained in 1993 and 


1994, as employment growth flattens. 
Although 1994 will still be a good 
year, sluggish economic activity will 
reduce in-migration and moderate 
the pace of resales. 

Much of the pent-up first-time 
buyer demand has been satisfied in 
Halifax over the past year, and asa 
result, resales will be down slightly 
in 1994. Activity will still be good in 
1994 and above usual historical 
levels in Halifax. 

In Regina, move-up buyers are 
shying away from the resale market. 
Employment growth will not be 
strong enough to stop the resale 
market from falling for the second 
year in a row. 

Reduced household formation will 
lead to the modest decline in the 
Calgary resale market. Slow job 
creation in Calgary will make the 
centre a less attractive destination for 
migrants than it has been in the past, 
and this, coupled with an aging local 
population, will reduce the demand 
for housing. 

The resale market in Vancouver will 
take a breather in 1994, but sales will 
still be near 33,000. Declining consumer 
confidence, a drop in in-migration 
and reduced affordability, will be 
responsible for the small decrease in 


continued on page 8 


Vancouver to Lead Again in Resale Prices 
Average Resale Prices for Selected Centres — Forecast 1994 
Percentage Change From Previous Year in (_ ) 


Trois-Rivieres 
Regina 
Winnipeg 

St. John’s 
Halifax 
Montreal |. 
Edmonton 
Ottawa [_ 
Toronto 


Vancouver | 


0 100000 


200000 
Dollars 


300000 400000 


NEE 


Sources: CMHC, and local real estate boards. 
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Alberta Studies Show Starter Homes More 


Affordable in 1991 Than in 1977 


wo recent Alberta 

government studies have 

some interesting findings 
that show total land and construction 
costs have increased less than both 
inflation and family income between 
1977 and 1991. The result has been a 
significant improvement in housing 
affordability in Calgary, Edmonton 
and Lethbridge, the three cities 
included in the study. 


Percentage of Families 
Able to Purchase 


1977 1991 
% % 
Calgary 30 oe 
Edmonton au 48 
Lethbridge 38 45 


Source: Alberta Municipal Affairs. 


The other interesting findings are: 

Construction costs, less inflation, 

were lower in 1991 than in 1977 

primarily because labour and 

material prices were significantly 
lower. 

Lot costs for a standardized 42 ft. 

lot were also significantly lower in 

1991 than in 1977 in real terms. 

e Building code changes and 
municipal requirements resulted in 
a moderate increase in cost. 

e Changes in industry standards 
responding to market demand 
have only increased costs 
moderately in terms of cost per 
square foot, but significantly in 
terms of total cost due to the 
increased size of the moderate 
home. 

e The amount of tax paid by 
purchasers in 1991 is much greater 
than in 1977. 

The studies, prepared for Alberta 
Municipal Affairs, responded to 
industry concerns about the impact 
of regulations on housing costs. They 
also investigated other factors affecting 
new housing costs, including: material 
and labour inputs, land costs, building 
codes and standards, taxes and 
market preferences. 
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The reason for choosing 1977 as a 
benchmark year was that Alberta 
Municipal Affairs carried out a major 
study in that year which analyzed the 
costs of producing a moderate-cost 
house in the three cities. The report 
on that study provided detailed 
reference information to allow a 
comparison over time. 

The remainder of this article 
highlights the two studies. The first, 
entitled “Comparative Analysis of 
House Construction Costs”, analyzed 
house construction costs in the 
benchmark years 1977 and 1991. The 
second study, “Comparative Analysis 
of Lot Costs”, documents the cost of 
developing a serviced lot in the same 
two years. 


a decrease in both material and 
labour costs over time. Improved 
productivity and a shift from site 
labour to shop labour between 1977 
and 1991 influenced the 32 per cent 
drop in labour cost. 

As expected, the impact of codes 
and standards as well as market 
norms increased the cost of housing 
construction in 1991. However, the 
increase was below 5 per cent for 
each and far less than the cost 
savings realized from labour and 
materials. 

The second approach compared 
the cost of building a 1977 starter 
home in 1977 and a more moderately 
priced home of 1,570 sq. ft. in 1991. 
The home included a four-level split 


Cost of Building 1977 Study Home in 1977 and in 1991 


Calgary 

Cost Item 1977 1991 Change 
Labour 24,737 15,077 —~32% 
Materials 36,233 29,483 -~18% 
Sub-Total 60,970 44,560 —27% 
Impact of Code/Standards changes 1,978 4% 
Increase due to industry/market norms 893 2% 
Sub-total 60,970 47,431 
All taxes on construction 1,818 C,1a5 17% 
Total construction costs 62,788 49,556 ~21% 


Source: Alberta Municipal Affairs. 
1977 values adjusted for inflation 


1977 Starter Home Costlier 
to Build 


Two approaches were followed to 
determine the changes in construction 
cost from 1977 to 1991. For comparison, 
1977 costs were expressed in 1991 
dollars using the Consumer Price 
Index to adjust for inflation. The 
findings for Calgary are listed in the 
article since the results are the same 
for Edmonton and Lethbridge. 

The first approach examined the 
cost of building a 1977 model home 
in 1977 and in 1991. As shown, a 
1977 three bedroom bungalow of 
1,080 sq. ft. cost $62,788 to build in 
1977 and dropped 21 per cent to 
$49,556 in 1991. This decline reflects 
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design, finished on three levels with 
an attached double garage and was 
typical of the preferences of first time 
buyers in 1991. As highlighted in the 
first table on page 7, the total builder's 
cost of building and marketing the 
two homes has decreased in Calgary 
from $141,500 in 1977 to $124,808 in 
1991. The decrease reflects a drop 
in the costs of serviced lots (due to 
lower land costs), and a drop of soft 
costs, which include design, 
surveying, insurance, mortgage 
application, legal fees and marketing. 
Hard construction costs, which 
include labour and materials costs, 
increased 15 per cent because of a 
change in market demand and tastes 
over the years. As indicated previously, 
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cost of labour and materials declined 
in 1991, however the amount of 
input increased as the size of a 1991 
home was larger and included more 
amenities than that found in 1977. 

While builder’s cost decreased 
12 per cent, the purchase price of the 
starter home dropped only 7 per cent 
as a result of a larger profit margin 
for builders and higher taxes. Lower 
profit margins in 1977 reflected the 
excess supply of homes which 
existed in Alberta at that time. 

The increase in taxes occurred for 
two main reasons. One is that taxes 
are based on the value of the house 
constructed and, as indicated above, 
the preferences of first time buyers 
substantially increased the size of 
homes and the number of amenities 
between 1977 to 1991. Higher taxes 
were also due to increases in the rate 


of the Federal Sales Tax (F.S.T.) over 
time. Between 1977 and 1990, the 
F.S.T. rate increased from 5 per cent 
to 13.5 per cent, depending on the 
type of building material. The 
introduction of the Goods and 
Services Tax in 1991 had a nominal 
impact on taxes of homes in this 
study as a rebate on houses sold 
under $350,000 reduced the G.S.T. to 
approximately the same level as the 
previous Federal Sales Tax. 


Lot Cost to Builders Lower 
in 1991 


The study entitled “Comparative 
Analysis of Lot Costs”, focused on 
changes in lot costs from 1977 to 
1991 for the three Alberta cities. The 
Consumer Price Index was used to 
adjust the 1977 costs into real terms. 


Cost of Building a 1977 Home in 1977 and a 1991 Home in 1991 


Calgary 

Cost Item 1977 1991 Change 
Hard construction costs 60,970 70,278 15% 
Soft cost 24,200 15,030 —38% 
Total construction cost* 85,170 85,308 
Serviced lot 56,330 39,500 —30% 
Total builder's costs 141,500 124,808 —12% 
Profit** 5,660 7,488 32% 
Price before taxes 147,160 132,296 -—10% 
Taxes 1,818 5,927 226% 
Purchase price 148,978 138,223 —-7% 
* excluding taxes 


*“ 4% in 1977, 6% in 1991 


Source: Alberta Municipal Affairs. 
1977 prices adjusted for inflation. 


Inflation Adjusted Cost of Standardized 42-foot lot, 1977 and 1991 
Consumer Price Index (1991 $) — Per cent change 


Calgary 
Land Costs -61 
On-site Servicing 2 
Off-site Servicing | -13 
Holding Costs -41 
Overhead Costs 6 
Total Costs -—25 
Lot Prices to Builders -14to -16 


Edmonton Lethbridge 
— 60 — 87 
-9 6 
52 39 
— 33 —35 
70 88 
-17 —11 
-~16to —18 0 
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Source: Alberta Municipal Affairs. 
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The total cost of a standardized 
42 ft. serviced lot decreased 25 per 
cent in Calgary, 17 per cent in 
Edmonton and 11 per cent in 
Lethbridge between 1977 and 1991. 
The decreases are primarily due to a 
large decline in land costs caused by 
lower demand for land. In Edmonton 
and Calgary, land cost dropped 
about 60 per cent while in Lethbridge 
land costs dropped 87 per cent. 
Holding costs also declined signifi- 
cantly in response to the drop in land 
costs and a reduced holding period. 

On-site servicing changed little for 
each city while off-site servicing 
increased the most in Edmonton 
(52 per cent) as a result of higher 
storm water management standards 
and the elimination of a subsidy on 
major sanitary sewer mains. The 
largest increase in cost for each 
center occurred in the overhead 
component as the number of lots 
available diminished in 1991. 

In summary, lot prices to builders 
in 1991 decreased from 1977 prices 
for both Calgary and Edmonton 
while in Lethbridge prices remained 
the same due to higher overhead and 
servicing charges. 

Overall, the findings of the two 
studies clearly show that between 
1977 and 1991 affordability improved. 
The magnitude of the improvement 
was significant, allowing families 
access to much larger houses with 
more amenities. @ 


Copies of the reports entitled 
“Comparative Analysis of House 
Construction Costs”, ISBN 0-88654-382-7, 
and “Comparative Analysis of Lot Costs, 
ISBN 0-88654-383-5 are available from 
Alberta Municipal Affairs, 16th Floor, City 
Centre, 10155-102 Street, Edmonton, 
Alberta T5J 4L4 (403-427-8150). 


_———— sss 
Contributors to Canadian Housing Markets 
include Greg Goy, Kirk Duerden, Bruno 
Duhamel, Caroline Paradis and all local market 
analysts. Production of the report is handled by 
Wally Nickerson, Michéle Boutin, Sylvie 
Mathurin and Debbie Galipeau in the Market 
Analysis Centre. 
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Employment Growth To Pick Up in 1994 


ob growth will be a modest 

1.3 per cent for all major 

areas combined in 1994, but 
this is an improvement over 1993, as 
employment is expected to grow by 
only .4 per cent. Employment gains 
in 1994 will be widespread, occurring 
in 23 of the 27 major urban areas. 
Thirteen centres will see jobs rise for 
the second straight year. As a result, 
consumer confidence will begin to 
slowly recover in 1994 and translate 
into growth in the housing market. 

Employment will expand in all 
but three centres — Saskatoon, 

St. Catharines and Edmonton. In 
Saskatoon, there will be a slight drop 
in the number of jobs but it will still 
remain above the 1992 level. 
Employment growth will stabilize 

in Edmonton after hitting a record 
high in 1992. St. Catharines will 
experience its fourth straight year of 
contracting employment although 
job losses will be kept under one per 
cent in 1994. 

As shown in the Summary of 
Employment Forecasts, in most major 
areas the recovery of jobs lost in the 
recent recession will be underway, 
albeit ata modest pace. Six 
centres — Victoria, Saskatoon, 
Sudbury, Kitchener, Oshawa and 
London have either recovered or will 
recover to their pre-recession levels. 


Summary of Employment Forecasts by Stage in Cycle 


Source: CMHC Forecast 


Vancouver and Edmonton have 
avoided the recent downturn in 
employment experienced in most 
centres: 

Job creation will be fastest in Trois- 
Riviéres at 3.9 per cent, largely due to 
an expansion in the manufacturing 
sector. Job gains in 1994 will be kept 
under two per cent for most other 
centres. @ 


continued from page 5 resale activity. 
A bright spot will be growth in the 
condominium market where sales 
will be brisk at around 10,000 units. 
The wide variation in the price of 
existing homes will continue across 
the country in 1994, Vancouver will 
lead the nation as the centre with the 
highest average resale price at 
$349,000. Resale homes will be 
priced the lowest in Trois-Riviéres 
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at $74,000 just over one-fifth of the 
price in Vancouver. 

Price gains will generally be moderate 
but no centre will see declines. Only 
in Saskatoon and Vancouver will 
prices remain at 1993 levels. Among 
all major centres, Victoria will register 
the largest percentage gain in the 
average resale price at 6.1 per cent in 
1994. This price gain is due to strong 
demand. 
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Did not Recoveredto Revovering but 
experience _pre-recession employment below Continued 
downturn level pre-recession Stable Decline 
Edmonton Sudbury St. John’s Charlottetown St. Catharines 
Vancouver Oshawa Halifax Saint John 
London Chicoutimi 
Kitchener Québec 
Victoria Trois-Rivieres 
Saskatoon Sherbrooke 
Montreal 
Ottawa 
Hull 
Toronto 
Hamilton 
Windsor 
Thunder Bay 
Winnipeg 
Regina 
Calgary 
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Affordability Keeps Improving in Most 


CMHC Market Analysis Centre 


Centres 


omeownership became even 
HH more affordable in most 

major Canadian centres in 
the second half of 1993. Falling mort- 
gage rates and fairly stable or declin- 
ing house prices have boosted both 
the percentage of renters who can 
afford to buy and the selection of 
affordable homes. Many markets are 
the most affordable they have ever 
been since CMHC first developed its 
affordability indicators in 1990. Both 
CMHC’s demand indicator — the 


Choice Never Better in Many Resale Markets 


ow is one of 
the best times in 
years for renters 
looking to buy a resale 
starter home. 


Over one-half the active listings in 
21 major areas are priced within 
reach of potential first-time buyers. 
Fourteen markets now offer the best 
choice in lower cost resales since 
CMHC began tracking listings in 
1990. Only in Victoria (12.0 per cent), 
Vancouver (33.9) and St. Catharines 
(47.8), are affordable listings less 
than one-half of the market. 

The most affordable resale markets 
are in St. John’s, Chicoutimi, Regina, 
Saskatoon and Winnipeg. In these 
CMAs, the average renter can choose 
from over 80 per cent of the active 
listings. 

Since October 1992, renters in 
17 centres have seen their dollars go 
further in the resale market. Lower 
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percentage of renters who can buy, 
and supply indicator — the percent- 
age of affordable listings, keep 
breaking records in many areas. 
Once again, the most and least 
affordable resale markets are on the 
nation’s coasts. St. John’s remains 
the most affordable centre in the 
country, both in terms of the percent- 
age of renters who are able to buy 
and the percentage of affordable 
existing homes for sale. Vancouver 
and Victoria remain the most costly 


mortgage rates have reduced carrying 
costs and raised the maximum afford- 
able price of a home that renters 

can buy. The supply of affordable 
homes has improved the most in 
Sudbury, Calgary, St. Catharines, 
Vancouver, and Hamilton. 

In Sudbury, because of lower aver- 
age resale prices and modest income 
gains, more renters can afford what 
is put up for sale in the existing 
market. Sudbury’s listings have never 
been more affordable to renters in the 
history of CMHC’s supply indicator. 

In Calgary, the resale market has 
become more attractive to potential 
first-time buyers. In spite of price 
gains in the last year, there is better 
choice for renters looking to buy 
existing homes. In fact, renters have 
more options now in this resale 
market than they have ever had in 
the past four years. A combination 
of household income growth and 
mortgage rate drops are responsible 
for the wider selection. 
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centres in the country, as demand 
keeps house prices up and afford- 
ability down. 

This edition of Canadian Housing 
Markets features a new CMHC indi- 
cator which shows how affordable 
new housing is to potential first-time 
buyers. It measures the percentage 
of all newly built and sold single 
and semi-detached homes that are 
affordable to renter households in 
the prime home-buying age-group 
of 20-44 years. 
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Biggest Changé: ; 
Affordability 


The Percentage of Listings Affordable 
December 1993 vs October 1992 


Percentage 

point change 
UP _ in affordability 
Sudbury 20.2 
Calgary 18.0 
St.Catharines 13.0 
Vancouver 12.2 
Hamilton 10.2 
DOWN 
Kitchener “71 
Hull -3.8 
Halifax “3.2 
Windsor -3.1 
Edmonton 2.6 


SOURCE: CMHC. Calculations based on local Real 
Estate Board data 
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New Singles and Semis Surprisingly Affordable 


MHC’s new indicator shows 

that in 25 major centres, 

newly built single and semi- 
detached homes were more afford- 
able in 1993 than they were in 1989. 
The rise in affordability is primarily 
due to the big drop in mortgage 
rates in the last four years but also 
reflects industry efforts to build 
smaller, more affordable homes. As 
a result, more and more first-time 
buyers are finding new housing an 
affordable option. 

In fifteen centres, over half of the 
new singles and semis built in 1993 
were within reach of potential first- 
time buyers. Chicoutimi was the 
most affordable new home market 
in the country in 1993, as over 
95 per cent of new homes could be 
bought by the average renter house- 
hold. The other most attractive centres 
for first-time buyers were Trois 
Rivieres, St. John’s, and Halifax. In 
these areas over 80 per cent of the 
new houses sold went for prices the 


average renter household could afford. 


By contrast, only 2.2 per cent of 
new singles and semis were afford- 
able in Vancouver. Demand pres- 
sures and shortages of land in this 
centre have pushed the prices of 
new singles and semis out of reach 
of most first-time buyers. As a result, 
Vancouver was the only market where 
the indicator dropped between 1989 
and 1993. The other least affordable 
markets in 1993 were Victoria and 
Hamilton, where less than 20 per cent 


of new singles and semis were within 


the reach of potential first-time buyers. 


Of the three largest centres in 
Canada, Montreal was the most 
affordable last year, as over 75 per 
cent of new singles and semis could 


have been bought by renters. Renters 


Percentage of New Singles and Semis That Are 


Affordable 

CENSUS PERCENTAGE 
METROPOLITAN POINT CHANGE 
AREA (CMA) 1993 1989 1989 TO 1993 
Chicoutimi 96.2 82.4 13.8 
Trois-Rivieres 92.2 62.0 30.2 
St. John’s - 89.1 60.6 28.5 
Halifax 80.8 37.4 43.4 
Sherbrooke TAWA 50.0 29.7 
Quebec 76.6 39.1 375 
Montreal 2. oe 32.0 43.3 
Hull | ee 40.5 | 328 
Saint John - ba7 49.7 19.0 
Saskatoon 61.5 u208 29.2 
Winnipeg 56.2 27.4 28.9 
Windsor 54.9 14.4 40.5 
Thunder Bay oe 124 42.2 
Charlottetown = = =—s—s«S80.3 NWA WA 
Sudbury 502 14.8 35.4 
St. Catharine’s 49.8 40 45.8 
Calgary 49.7 18.0 31.8 
London 41.5 47 36.8 
‘Oshawa | 372 13 35.9 
Edmonton = 3a 14.5 218 
Kitchener soc 15 31.5 
Regina 30.5 18.9 11.6 
Toronto 22.9 et 21.8 
Ottawa 21.4 43 Teal 
Hamilton 16.8 a 16.6 
Victoria 7 46 20 2.1 
Vancouver 22 3.0 13 


Source: CMHC 
Data for Charlottetown not available in 1989. 


looking to buy a home in Toronto 
during 1993 had a choice from 
22 per cent of the new homes sold, 
a great improvement from 1989 when 
just over one per cent of new housing 
was within reach. 

In many of the high cost areas, 


higher density housing forms are 
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more affordable than new single 
or semi-detached houses. CMHC 
is working to incorporate row and 


apartment forms of new housing 


into our affordability analysis in 


future issues of Canadian Housing 


Markets. @ 
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More Renters Can Afford Resale Starter Homes 


alling mortgage 
rates and declin- 
ing house prices 
have not only improved 
the supply of affordable 
housing, these factors 
have also made it 
possible for more renters 


to afford starter homes.” 
CMHC’s demand affordability 
indicator shows that the percentage 


of renters who can afford a resale 


starter home has gone up in 23 cen- _ 


tres from the second half of 1992 to 
the second half of 1993. The one-half 
percentage point drop in the average 
three-year mortgage rate — from 
8.5 to 8.0 per cent, coupled with 
declining or only modestly rising 
prices, lifted affordability in most 
markets over the last year. 

The percentage of renters that 
could afford to buy a resale home 


Biggest Changes in 


Affordability 

The Percentage of Renters Who Can 

Afford to Buy 

December 1993 vs. October 1992 

Percentage 

point change 

UP in affordability 

Oshawa Tf 

St. Catharines (40 

Kitchener 3.9 

Toronto 3.6 

Hamilton : 3.0 

DOWN 

Saskatoon -1.9 

Vancouver 79 

Windsor -.8 

Hull -1 


Source: CMHC 
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rose the most in Southern Ontario. 
Oshawa led the nation in terms of 
affordability gains mainly because it 
had the sharpest drop in starter home 
prices. St. Catharines, Kitchener, 
Toronto and Hamilton were the only 
other major centres in Canada to see 


the average starter home price fall 
over the last year. As a result, these 
centres saw the biggest improvement 
in affordability. 

Only four centres saw a drop in 
affordability between the last half of 
1992 to the last half of 1993. In no 
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The Percentage of Renters Who Can Afford to Buy a 


Starter Home 


(Ranked Highest to Lowest Based on July-Dec 1993) 


CENSUS * TOTAL TOTAL FAMILY FAMILY NON-FAMILY NON-FAMILY 
METROPOLITAN JUL-DEC JUL-DEC JUL-DEC JUL-DEC JUL-DEC JUL-DEC 
AREAS (CMA) 1993 1992* 1993 1992* 1993 1992* 
Bidets Bo §22 526. 522 52.0 517 
Chicoutimi-Jonquire 519 499 545 525 438 418 
Thunder Bay S16 515 579 «578 40.4 40.2 
Windsor 485 493 533 540 41.3 42.1 
Saskatoon 47.4 49.3 Ott 5oi0 42.6 44.6 
Winnipeg 45.5 441 aH ers 50.5 38.2 36.7 
Saint John 460 441° 468 459 39.6 38.7 
- Regina 448 467 484. 478 40.6 39.5 
Halifax 4° 414 481 470 34.5 32.6 
Calgary 425 396 490 460 34.8 32.0 
Quebec 422 407 509 495 29.6 28.1 
Edmonton A Seamed 487 Aza 32.7 31.0 
- Charlottetown a 306 6G ada 36.2 34.3 
Oshawa AG 830 462 88S 08 23.7 
Trois-Riviéres 8 6300. 69 45S 28.7 
St. Catharines-Niagara 40.4 36.4 44.2 40.2 32.6 28.6 
Hull 404 «40.5 45.38 45 30.6 30.7 
Montréal 390 369 47.6 454 26.8 24.9 
London $55. 960 «466.457 28.9 28.2 
Sudbury BBG 968 48d ATO 28.1 26.2 
Kitchener 37.6 oo.74 44.2 40.2 26.3 22.8 
Sherbrooke 375 348 449 41.9 26.9 24.3 
Ottawa 343. 322 424 400 24.6 22.8 
Hamilton 334 299 390 35. 24.4 20.9 
Toronto 316 280 38.4 34.1 22.1 19.3 
Vancouver g16 216 oat 208 13.8 14.5 
Victoria 9.6 Sead eG 5A 4.6 


Source: CMHC 
* Revised in some areas since previous publication. 


FIRST 


QUARTER TD Fo4 


| Resale Supply Affordable to Average Renter Households 


MAXIMUM RESALE 
CENSUS 1993 AFFORDABLE SUPPLY 
METROPOLITAN FAMILY INCOME HOUSE PRICE* AFFORDABLE MOST PREVALENT 
AREA (CMA) TYPE $ $ % HOUSE TYPE 
Victoria Family 46,055 152,904 19.3 Condo Apartment; Townhouse 
Non Family 36,946 117,542 4.7 | Condo Apartment 
Total 42,439 138,866 12.0 Condo Apartment 
Vancouver Family 60,878 216,219 Vive New Townhouse; Older Bungalowt 
Non Family 50,709 173,450 28.9 Newer** Condo Apt. 
Total 56,038 195,550 33.9 Older Thouse; New Condo Apt. 
Edmonton Family 48,340 156,818 70.5 New Small Split; New Small 2 Storey 
Non Family 40,577 126,680 54.7 Older 1 1/2 Storey; New Thouse Condo 
Total 45,167 144,499 64.4 New Small Split; Older Bungalow 
Calgary Family 50,843 175,303 78.0 New 2 Storey 
Non Family 43,648 147,369 64.0 New Semi or Row Condo 
Total 47,654 162,922 Tend 2 storey; Split-Level 
Saskatoon Family 44 948 148,143 B70 Bungalow; Split-Level 
Non Family 39,193 125,801 78.7 Bungalow; Split-Level 
Total 42,239 137,627 / 83.5 | Bungalow; Split-Level 
Regina Family 42,804 134,863 86.7 Bungalow 
Non Family oer 113,405 81.9 Bungalow 
Total 40,159 124,594 84.7 Bungalow 
Winnipeg Family 48,039 150,578 NA N/A 
Non Family 40,759 122,319 N/A N/A 
Total 44 803 138,015 83.1 Bungalow 
Thunder Bay Family 59,840 186,720 78.5 Bungalow; 1 1/2 Storey; 2 Storey 
Non Family 47,781 154,820 64.8 Bungalow; 1 1/2 Storey; 2 Storey 
Total 52,999 175,078 74.6 Bungalow; 1 1/2 Storey; 2 Storey 
Sudbury Family 47,723 156,716 72.9 | Bungalow; 1 1/2 storey 
Non Family 42,580 136,747 63.5 Bungalow 
Total 46,193 150,776 69.5 Bungalow; 1 1/2 storey 
Windsor Family 58,932 192,030 79.4 1 1/2 Storey; Bungalow; 2 Storey 
Non Family 48,431 150,167 59.7 1 1/2 Storey; Bungalow; 2 Storey 
Total 54,818 174,965 VAT 1 1/2 Storey; Bungalow; 2 Storey 
London Family 55,675 183,059 72.8 Bungalow; 2 Storey; Split-Level 
Non Family 45,137 141,867 ava Row/Apt. Condo; Bungalow 
Total 91,351 165,992 65.0 Bungalow; Row Condo; 2 Storey 
Kitchener Family 50,965 164,534 62.8 Bungalows; 2 Storey 
Non Family 43,157 134,221 42.7 Bungalow; Townhouse 
Total 48,190 153,760 Bia Bungalows; 2 Storey 
St. Catharines Family 49,539 163,570 Sie Bungalows; 2 Storey 
Non Family 42,537 136,385 Sie Bungalows 
Total 47,299 154,872 47.8 Bungalows 
Hamilton Family O1,925 168,585 65.3 All Typés 
| Non Family 42,203 130,844 41.2 Bungalow; 1 1/2 Storey 
Total 48,203 | 154,136 96.2 Bungalow; 2 Storey 
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Resale Supply Affordable to Average Renter Households (cont'd) 


MAXIMUM RESALE | 
CENSUS 1993 AFFORDABLE SUPPLY 
METROPOLITAN FAMILY INCOME HOUSE PRICE* AFFORDABLE MOST PREVALENT | 
AREA (CMA) TYPE $ $ % HOUSE TYPE 
Toronto _ Family 64,929 215,375 N/A N/A 
Non Family | 56,393 179,023 N/A N/A 
Total 61,679 | — 201,498 N/A N/A 
Oshawa Family 54,248 175155 N/A N/A 
Non Family 46,751 146,051 N/A N/A 
Total 52,009 166,465 N/A N/A 
Ottawa | Family 56,504 | 174,205 61.0 2 Storey; Bungalow 
| Non Family 46,250 187,396 38.4 Condo Apt.; Condo Row 
Total 52,041 159,877 50.6 Condo Apt.; Bungalow 
Hull Family 45,835 139,723 72.0 Bungalow 
Non Family 39,248 114,150 55.0 Bungalow 
Total 43,805 131,844 68.0 Bungalow 
Montréal Family 50,753 159,181 138 | All Types 
Non Family 40,977 121,229 48.9 All Types 
Total — 47,172 145,280 66.1 All Types 
Trois-Rivieres Family 41,466 128,249 N/A N/A 
Non Family Sool 104,119 N/A N/A 
Total 39,432 120,351 N/A N/A 
Sherbrooke Family 41,622 126,404 7i2 Bungalow; 2 Storey 
Non Family 36,268 105,620 62.6 Bungalow; 2 Storey 
Total 39,750 119,136 121 Bungalow; 2 Storey 
Québec Family 46,750 139,747 82.6 All Types 
Non Family 39,453 111,419 64.6 All Types 
Total 44,172 129,739 78.2 All Types 
Chicoutimi-Jonquiére Family 44 589 137,984 91.0 Standard Bungalow 
Non Family 39,394 F613 81.0 Standard Bungalow 
Total 43,406 133,390 89.0 Standard Bungalow 
Saint John Family 41,753 134,936 82.0 Large 2 Storey 
Non Family 37,182 117,190 73.0 Large Split Entry | 
Total 40,292 129,264 78.0 Modest 2 Storey | 
Halifax Family 44 874 146,028 726 Single-Detached | 
Non Family 40,582 129,362 62.0 Single-Detached | 
Total 43,285 139,856 67.5 Single-Detached | 
St. John’s Family 53,666 164,184 89.6 Bungalow 
Non Family 53,171 162,260 89.4 2 Storey | 
Total 53.518 163,608 89.6 Bungalow; 2 Storey 
Charlottetown Family 40,663 130,065 68.0 All Types 
Non Family 37,494 117,762 56.0 All Except Executive 2 Storey 
Total 39,684 126,264 63.0 All Except Executive 2 Storey 


* Calculated with a mortgage rate of 8.0 per cent. 

**Newer is five years old or less. 

t Older is ten years old or more. 

Thouse refers to town house and appears throughout this table where space dictates. 
NSA is data not available from local real estate board. 

Sources: CMHC, local Real Estate Boards and Statistics Canada. 
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continued from page 1 

In spite of an increase in listings, 
Vancouver remains one of the least 
affordable centres in Canada. 

Potential first-time buyers in 
St. Catharines and Hamilton have 
seen their housing choices dramat- 
ically improve. The percentage of 
affordable listings has risen by over 
ten percentage points since October 
1992 in each area. 

The percentage of affordable list- 
ings has fallen in only seven centres 
since October 1992: Kitchener, 

Hull, Halifax, Windsor, Edmonton, 
Saskatoon and Winnipeg. In 
Kitchener, affordable resales fell 

by 7.7 percentage points, partly 
because of very small renter income 
gains. In the other areas, the drop 
was less than four percentage points 
and was also primarily due to weak 
renter income growth. @ 


continued from page 3 
centre was the decline more than two 
percentage points, which means the 
large affordability gains of the past 
few years are holding. In Saskatoon, 
relatively strong price growth in 
starter homes has caused the 1.9 per- 
centage point drop in the indicator. 


SE a 
“Not Only Are 


Affordability 
Gains Since 7S? 
Holding, New 
Records Were 
Creatediin 
Fifteen Markets 
Durnin woos 


In Hull, Windsor and Vancouver, 
price gains just offset the fall in mort- 
gage rates resulting in a very slight 
decline in the percentage of renters 
who can afford to buy. 

St. John’s, Chicoutimi and Thunder 
Bay were the most affordable CMAs 
in the country in the second half of 
1993. Over half the renter households 
in these areas can afford to buy a 
starter home. Victoria and Vancouver 
remain the least affordable centres 
in the nation, where respectively, 
only 9.6 and 20.9 per cent of renters 
can purchase a starter home. High 


prices, driven up by strong demand, 
continue to keep many renters out 
of the homebuying market in these 
areas. 

Since 1989, affordability has 
improved in all but two centres and 
hit record levels in fifteen markets. 
Falling mortgage rates and fairly flat 
or sliding house prices, have allowed 
affordability to reach new heights in 
many areas. 

In Toronto, the percentage of 
renters who can buy, at 31.6 per cent, 
is now five times its 1989 level of 
6.3 per cent. Seven other Ontario 
Census Metropolitan Areas (CMAs) 
have also seen new highs: Ottawa, 
Oshawa, Hamilton, St. Catharines, 
Kitchener, Sudbury and Thunder Bay. 

In Montreal, the share of potential 
homebuyers among renters has 
almost doubled since the first half 
of 1990. This is because hefty mort- 
gage rate drops and moderate 
income gains have more than off- 
set any price growth. Sherbrooke, 
Chicoutimi and Saint John have also 
posted record levels of affordability. 

Renter affordability has risen to 
record heights in the Prairie centres 
of Edmonton, Calgary and Winnipeg. 
In Calgary, the share of renters 
who are potential homebuyers has 
doubled since 1990. 

Victoria and Charlottetown were 
the only two centres where the 
indicator dropped since 1989. How- 
ever, the decline in these areas was 
less than 2.5 percentage points. & 
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Costs and Incomes for Demand Affordability Indicator 


AVERAGE MONTHLY INCOME 
STARTER MONTHLY ANNUAL TOTAL REQUIRED 
CENSUS HOUSE MORTGAGE ANNUAL HEATING CARRYING TO CARRY 
METROPOLITAN PRICE COST TAXES COST COST MORTGAGE 
AREA (CMA) § $ § § $ $ 
JUL-DEC JUL-DEC JUL-DEC JUL-DEC JUL-DEC JUL-DEC JUL-DEC JUL-DEC JUL-DEC JUL-DEC JUL-DEC JUL-DEC 
1993 1992 1993 1992* 1993 1992] 1993 1992 1993 1992* 1993 1992* 
Victoria 188,158 172513, 1,318 1,266 | 1,484 1,484 | 650 650 1,496 1,444 | 56,108 54,195 
Vancouver ‘| 188,718 172,464 | 1,322 1,265 | 1,500 1,500 | 430 430 | 1,483 1,426 | 55,602 53,484 
Edmonton 103,422 102,041, 728 749 | 2023 2,023 | 520 520 | 940 961 | 35,252 36,023 
Calgary 118,378 117,997; 833 866 | 1,300 1,300 | 520 520 | 985 1,017 | 36,942 38,154 
Saskatoon 76,543 69,815| 539 512 | 1,542 1542 | 630 630 | 720 693 | 26,998 25,998 
Regina 74,441 71,175| 524 522 | 1,971 1,971 | 610 610 | 739 737 | 27,720 27,649 
Winnipeg 78,411 77,405| 552 568 | 2,181 2,181 | 780 780 | 799 815 | 29,954 30,550 
Thunder Bay 108,609 107,980) 765 748 | 1,300 1,300 | 890 890 | 947 931 | 95,519 34,903 
Sudbury 106,422 104,953 749 770 | 1,534 1534 | 820 820 | 945 966 | 35,454 36,233 
Windsor 104,685 97974; 737 719 | 1,956 1,956 | 580 580 | 948 930 | 35,566 34,884 
London 125,443 119819; 883 879 | 1,550 1,550 | 630 630 | 1,065 1,061 | 39,932 39,780 
Kitchener 126,758 130,284; 892 956 | 2107 2107 | 640 640 | 1,121 1,185 | 42,051 44,431 
St. Catharines-Niagara | 105,977 109,364| 746 802 | 1800 1800 | 570 570 | 944 1,000 | 35,387 37,497 
Hamilton 133,814 136,545| 942 1,002 | 2100 2,100 | 620 620 | 1,169 1,229 43,830 46,070 
Toronto 167,001 172,099| 1,176 1,263 | 2,670 2670 | 620 620 | 1,450 1,537 | 54,372 57,632 
Oshawa 133,886 142,432) 943 1,045 | 2,322 2322 | 600 600 | 1,186 1,289 | 44,480 48,321 
Ottawa 137,184 135,861; 966 997 | 2,795 2,795 | 680 680 | 1,255 1,286 | 47,079 48,241 
Hull 96,183 90,935; 677 667 | 1,900 1,900 | 1,250 1,250 | 940 930 | 35,239 34,865 
Montreal 102,019 100511, 718 737 | 1,900 1,900 | 1,220 1,220 | 978 997 | 36,685 37,405 
Trois-Rivieres 72011 70448| S07 517 | 1398 1,998 | 1900 1,900 |. 732 742 | 27,444 27,815 
Sherbrooke 78,838 78,602| 555 577 | 1570 1,570 | 1,330 1,330 | 797 818 | 29,877 30,689 
Quebec 86,741 83,344| 611 612 | 2111 2111 | 1,330 1,330 | 897 898 | 33,655 33,685 
Chicoutimi-Jonquigre | 68,726 67,710| 484 497 | 1,515 1515 | 1,380 1,380 | 725 738 | 27,192 27,677 
Saint John 72,190 69,214; 508 508 | 1,089 1,089 | 1,150 1,150 | 695 694 | 26,056 26,040 
Halifax 100,363 99,445| 707 730 | 1,323 1,323 | 1,000 1,000 | 900 923 | 33,758 34,622 
St. John's 92,190 88,101; 649 646 | 1,088 1,088 | 1,190 1,190 | 839 836 | 31,460 31,360 
Charlottetown 79,093 79,093; 557 580 | 1271 1,271 | 1020 1,020 | 748 771 | 28,043 28,922 


Sources: CMHC, Statistics Canada and Natural Resources Canada. 
Please note that the sample used by Statistics Canada to calculate property taxes has changed since July 1992. 
Also note that the taxes do not include any rebates. 
71 Revised due to improved data. 


* Revised figures in some areas since last publication. 
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Per Cent of Renters Who Can Afford: 
This represents the percentage of 
renter households in the prime home 
buying age group of 20 to 44 years, 
who have an income equal to or 
greater than the income required to 
purchase an average starter home. All 
family and non-family households in 
the 20 to 44 age group are included in 
the analysis. Renter households who 
qualify for NHA social housing 
programs are also included. 


Average Starter House Price: 

The average starter house price is de- 
fined as the average price for an NHA 
insured existing home and includes 
the following house types: single; semi- 
detached; rowhouse; mobile home; and 
apartment condominium. NHA insured 
homes are typically bought by young 
first-time buyers with less than 25 per 
cent downpayment. The price is the 
average for each six month period. This 
price excludes those homes insured 
under the five per cent downpayment 
program. 


Monthly Mortgage Cost: 


The monthly principal and interest 
payment associated with the average 
starter home price, assuming a 10 per 
cent downpayment. The required 
mortgage insurance premium has 
been added to the mortgage balance. 


Property Taxes: 

Average property taxes for a dwelling 
owned and occupied by its owner. 
Data are based on Statistics Canada 
and CMHC data. 


Heating Costs: 

Average heating costs representative 
of a starter home. Data are from 
Natural Resources Canada and include 
the Goods and Services Tax. 


Contributors to Canadian Housing Markets 
include Greg Goy, Kirk Duerden, Bruno 
Duhamel and all local market analysts. 
Production of the report is handled by Wally 
Nickerson, Michéle Boutin, Sylvie Mathurin and 
Debbie Galipeau in the Market Analysis Centre. 


Total Monthly Carrying Costs: 
Total of monthly payments required 
for principal, interest, average 
property taxes, and heating costs. 


Income Required to Carry Total Costs: 


The income required to service the 
mortgage payments, property taxes 
and heating costs, assuming a 32 per 
cent gross debt service ratio. 


Mortgage: 

A three-year term closed mortgage 
was assumed with a 25 year 
amortization period. An average 
mortgage rate of 8.5 per cent was 
used for the second half of 1992 and a 
rate of 8.0 per cent was used for the 
second half of 1993. 


SUPPLY INDICATORS 


Renter Household Types: 


Renter households aged 20-44 who 
have the potential to become home 
owners in the near future are included 
in the supply analysis. They are 
classified as either a non-family 
household, which includes households 
of one or more unattached persons or 
family households which include at 
least one economic family. An 
economic family is defined as a group 
of related individuals sharing a 
common dwelling unit. Total 
households refers to all households, 
family and non-family. Low income 
renters eligible for NHA social housing 
programs have not been included in 
the supply indicators. 


Maximum Affordable House: 


Maximum price a household could 
afford based on its income and 
assuming a 32 per cent gross debt 
service ratio to service the mortgage 
payment, property taxes and heating 
costs. A three year mortgage rate of 
8.0 per cent is used and a 10 per cent 
down payment is assumed. 
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Resale Supply Available: 


The per cent of MLS active listings at 
or below the maximum affordable 
house price. 


Most Prevalent Resale House Types: 


The house types most often listed in 
the supply of listings. The house types 
are not exclusive of other house types 
that could also be included in the 
supply available. 


New Supply Indicator: 


The per cent of new single and 
semi-detached dwellings sold at 
or below the maximum affordable 
house price. 


Canadian Housing Markets is a quarterly 
publication featuring CMHC’s affordability 
indicators and housing forecasts semi-annually. 
Comments and requests for additional 
information may be referred to Greg Goy, 
Manager, Local Market Analysis, Market 
Analysis Centre, 

Canada Mortgage and Housing Corporation, 
Ottawa. Tel.: (613) 748-2582. 


Enquiries regarding subscriptions should be 
directed to: Canada Communication Group — 
Publishing, Ottawa, Canada K1A 0S9. 

Tel.: (819) 956-4802; 

Fax: (819) 994-1498. 
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Catalogue No. NH12-7-1994-1E. 


Cette publication est aussi disponible en 
frangais sous le titre 

Marchés de I’habitation canadiens 
Numéro de catalogue NH12-7-1994-1F. 


© Canada Mortgage and Housing 
Corporation 1994 

ISSN 1188-4487 

Printed in Canada 


CMHC offers a wide range of housing- related 
information. For details, contact your local 
CMHC office. 


CMHC subscribes to Canada’s Green Plan. 
Quantities of our publication are limited to 
market demand; updates are produced only 
when required; and recycled or 
environmentally-friendly stock and ore) 
environmentally-safe inks are used wherever 
possible. 


FIRST QUARTER £9: 9 4 


CMHC Market Analysis Centre 


Resales to 


@ Most markets will have 
more starts and resales 


@ Starts forecast to 
moderate in centres west 
of Regina 


i Big jump in starts for 
mid-sized centres in 
Quebec and Ontario 


@ Toronto starts to rise — 
average prices will drop 


@ Montreal will see more 
resales 


@ Faster employment 
growth behind improving 
consumer confidence 

Ww markets, starts are forecast 
to dip 1 per cent in 1994. 
This varies from CMHC’s national 
forecast of a starts increase of 
1 per cent driven by a faster upturn 
in smaller urban and rural centres 
(for more information on the 
national forecast, read CMHC’s 
National Housing Outlook). 

The forecast drop in major centres 
is almost entirely because of a slow- 
down in starts within markets west 
of Regina. This will be a much 
smaller setback than in 1993 when 
starts fell 7 per cent. Growing de- 
mand in eastern and central Canada 
is moderating this year’s decline. 


Eighteen out of 27 markets will see 
higher starts. 


ithin the 27 major Canadian 


Starts recovery to fade — 
rise over 2 per cen 


Meanwhile, a faster market recov- 
ery is taking shape in the resale 
market with sales forecast to rise 
over 2 per cent in 1994. This reverses 
the trend of 1993 when resales 
declined 9 per cent. Nineteen out of 
27 major markets will see more 
resales. 

As in the new home market, 
resales will fare much better in east- 
ern and central markets with western 
markets taking the brunt of the 
declines. In Vancouver, Calgary and 
Edmonton, combined resales will fall 
almost 3 per cent. This east-west 
split is happening because some 
western markets have peaked and 
will experience a moderation in 
demand. Also, in central Canadian 
markets, demand is turning upward 
because of improvements to 
consumer confidence and rising 
migration. 

This year’s faster employment 
growth rate will sustain consumer 
confidence above 1993 levels. Job 
markets are forecast to grow at 1.1 
per cent in 1994, compared with 
only 0.2 per cent in 1993. 

Job growth will rise more quickly 
in mid sized central markets, driving 
up consumer confidence and hous- 
ing demand fastest in these areas. 
These are the 14 major centres in the 
Windsor-Québec corridor and north- 
ern Ontario, excluding Toronto and 
Montreal. Total employment in these 
centres will rise 2 per cent. Québec, 
Chicoutimi and St. Catharines are 
exceptions to this pattern and will 
see lower employment. 
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Consumer confidence als 
response to the 30 year record low 
mortgage rates in the first quarter of 
1994. However, higher rates since 
March will limit consumer confi- 
dence gains this year. Buyers will 
take advantage of pre-approved, 
lower rate mortgages obtained in the 
first quarter of 1994, and some poten- 
tial buyers will step up their pur- 
chase plans because of the renewed 
risk of mortgage rate fluctuation. But 
a more noticeable moderation in de- 
mand due to higher mortgage rates 
is forecast for less affordable, interest 
rate sensitive markets like Vancouver. 

Average prices will go up in 21 out 
of the 27 markets for new homes 
and in 23 markets for resale homes. 


Recovery of New Home 
Market Stalled 


Total annual housing starts will drop 
1 per cent within major markets in 
1994, CMHC forecasts show. This 


overall decline continued on page 4 


Highlights of 1994 Forecast 


Percentage Change in Annual Starts: 
1993-1994 


Top Five % | Bottom Five % 


Sudbury 


37 | Edmonton -—24 
Windsor 36 | Saskatoon —-16 
Trois-Riviéres 21 | London —12 
Thunder Bay 16 | Vancouver -— 11 
St. Catharines 11 | Victoria -6 


NHA 6354 CHM-94B 
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Helping to house Canadians 
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Economic and Housing Market Indicators | 


SINGLE SINGLE 3 UNIT + APT. 
| NEW NUMBER MLS STRUCTURES 
CENSUS yr/yr TOTAL yr/yr HOUSE yr/yr OF MLS* | yr/yr AVERAGE | yr/yr | VACANCY RATES 
METROPOLITAN TOTAL % HOUSING % PRICE % SALES % PRICE % APR. | OCT. 
AREAS (CMA) EMPLOYMENT, CHG STARTS | CHG $ CHG (RES.) | CHG $ CHG % % 
| i SS SE LE 
Victoria 1992 125,700 2,421 229,000 8,142 222,400 2.6 15 


1993 | 129,400 2.9 2,633 8.8 269,900 | 17.9 7,344 | -98 | 246,700 | 109, 21 | 18 
1994** 133,300 3.0 2,475 | -6.0 297,000 | 10.0 7,700 48 259,000 50; 30 | 24 
| Vancouver 1992 821,000 18,684 369,495 37,073 297,150 PA Sage 
| 1993 816,000 | -06 | 21,307 | 140 444,340 | 203 | 31,150 (-16.0 | 349601 177) 20 1.1 
1994** 828,000 1.5 | 19,000 | -10.8 | 480,000 8.0 | 31,000 | -0.5 | 368,000 53 14 | 13 
Edmonton 1992 370,000 6,764 168,672 12,772 — 119,326 —6388 | 40 
1993 365,600  -12 6,720 | -0.7 170,653 12 | 11,489 |-10.0 122,701 28 55 65. 
1994** 363,000 | -0.7 5,100 | -24.1 169,000 | -10 | 10,500 | -66 | 120000 | -22, 91 | 95 
Calgary 1992 | 361,000 7,034 174,674 17,857 128,571 32 aos 
1993 | 361,500 0.1 6,629 | -5.8 | 173,365 | -0.7 | 17,001 -4.8 | 131,936 26| 70 | 59 
| 1994** 366,500 1.4 6,500 | -1.9 | 178,000 2.7 | 16,500 | -2.9 | 135,000 23; 63 | 5.0 
Saskatoon 1992 84,800 464 130,800 2,828 74,946t | 75 | 43 
1993 84,500 -0.4 593. 27.8 137,606 3.2 2/50 | -28  78,993t| 54; 67 | 27 
1994** 86,900 2.8 500 | -15.7 146,000 6.1 2,650 | -36 81,500t| 32) 40 | 30 


Regina 1992 87,800 666 138,294 2,910 72,373T 5.1 3.6 
1993 88,500 0.8 963 | -15.5 | 147,262 6.5 2,690 7.6 | 72,781¢; O06) 46 | 37 
1994** 89,100 0.7 600 6.6 | 148,000 0.5 2,800 41 | 75,000t; 30) 441 42 
Winnipeg 1992 297,830 1,620 136,495 10,386 81,990 5.9 | 6.1 


1993 301,170 11 1540 | -49 137,810 1.0 9604 | -7.5 83,060 18 37) (58 
1994** 305,690 1.5 1,650 7.1 | 139,880 15 9,900 3.1 | 84,725 20, 54 | 51 


Thunder Bay 1992 58,200 563 163,868 1,594 108,648 2.1 2.9 
| 1993 97,700 | -0.9 549 | -2.5| 176,747 79 1,455 -8.7 | 114,964 SB Ola eek 
| 1994** 58,700 17 638 | 16.2 | 182,049 3.0 1,485 2.1 | 117,839 29) 44 | 45 
| Sudbury 1992 68,1007 1,289 161,100 2,151 116,157 2.1 2.5 


1993 68,9007 | 1.2 715 | -44.5 161,000  -0.1 1,877 |-12.7 | 113,900 | -19| 5.1 3.8 
1994** 71,000 3.0 978 36.8 166,100 3.2 2,130 | 13.5 117,900 3.5} 5.1 4.0 
Windsor 1992 114,600 1,376 188,056 4,874 106,230 3.6 | 33 
| 1993 116,600 17 1,222 | -11.2 | 190,608 1.4 4,545 | -6.8 | 109,214 28 | 3.1 2.6 
1994** 121,500 42 1,665 | 36.3 | 194,700 2.1 4,900 7.8 | 114,500 48; 26 | 15 
London 1992 164200 1553 224447 6285 135962 41 3.5 
1993 174200 6.1 2522 | 62.4 226382 0.9 5802 || -7.7 | 133835 | -16; 39 | 38 
1994** 176500 13 2225 (| -118 220000 | -28 6250 7.7 | 137000 24; 47 | 41 
Kitchener 1992 186,100 2,240 204,860 3,949 145,015 42 | 44 
1993 195,300 4.9 1,705 | -23.9 | 179,110 | -12.6 3,083 -9.3 | 138,741 43) 53 | 43 
1994** 200,000 2.4 1,750 2.6 | 183,000 2.2 3,750 47 | 142,000 23) 42 | 44 
St. Catharines-Niagara 1992 142,200 1,669 196,599 2,427 128 987 29 | 3.4 
1993 | 138,700 | -2.5 1,015 | -39.2 | 180,250 | -83 2,308 | -49 124665 | -34) 53 | 49 
1994** 138,100 -0.4 1,130 | 11.3 180,000 | -0.1 2,475 7.2 | 127,050 19, 60 | 52 
Hamilton 1992 289,700 2,632 223,734 8,608 151,037 24 | 23 
1993 290,000 0.1 2,989 | 13.6 | 221,015 | -1.2 7,747 |-10.0 | 143,432 | -5.0/; 28 | 2.7 
1994** 305,000 5.2 | 3,100 3.7 | 225,000 | 18 8,300 7.1 | 148,000 O22 aie 
Toronto 1992 | 1,778,000 20,770 322,678 41,703 214,971f 19°; 22 
1993 | 1,772,000  -0.3 15,637 | -24.7 | 307,244 | -48 38,990 “6.5 | 206,490t | -3.9) 2.1 2.0 
1994** 1,780,000 0.5 17,300 10.6 302,000 | -17 41,000 52 | 205,000 | -07, 18 | 18 
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Economic and Housing Market Indicators (cont’d) | 


SINGLE SINGLE 3 UNIT + APT. | 
NEW NUMBER MLS STRUCTURES 
CENSUS yr/yr TOTAL yr/yr HOUSE yr/yr OFMLS | yr/yr AVERAGE | yr/yr | VACANCY RATES 
METROPOLITAN TOTAL % HOUSING % PRICE % SALES % PRICE % APR. | OCT. 
AREAS (CMA) EMPLOYMENT| CHG STARTS CHG $ CHG (RES.) | CHG $ CHG % % 


Oshawa 1992 | 104,000 2,188 195,990 5,507 145,011 44 6.1 
1993 N/A N/A 1,409 -35.6 | 190,839  -2.6 4,655 (-15.5 136377 | -60 58 | 46 

1994*F N/A N/A 1,450 2.9 | 196,000 2.7 | 4,850 42 138,000 12.441 ~~ «35 

Ottawa 1992 339,200 5,830 204,416 9,089 143, 868t 14 | 13 
1993 | 335,500 | -1.1 4,421 | -24.2 | 204,397 0.0 8223 | -9.5 | 146,970; 22; 18 | 18 

1994** 342,500 2.1 4,800 8.6 | 206,700 a2 8,600 46 | 148,700t| 12); 25 | 2.1 

Hull 1992 | 136,000 2,368 131,066 | 1,543 102,740 42 | 37 
1993 139,000 2.2 2,367 0.0 137,625 5.0 1,711 | 10.9 105,089 23, 36 45 

1994** 141,000 14 2,400 1.4 141,700 3.0 1,800 5.2 107,000 16 «41° © «#352 

Montréal 1992 | 1,378,000 14,520 131,518 18,063 116,335 64 | 77 
1993 | 1,375,000 | -02 | 13,729 | -5.4 | 134,525 23 | 17,242 | -4.5 | 117,009 06; 64 | 7.7 

1994** 1,385,000 0.7 | 13,450  -2.0 | 136,000 1.1 | 18,100 5.0 | 117,000 00; 64 | 78 

Trois-Riviéres 1992 | 49,300 696 80,000 705 71,000 81 6 6718 
1993 51,900 5.3 783 12.5 | ~+81,500 1.9 709 06 71,500 07 70 | 65 

1994** 54,500 5.0 950 213) 84,000 $1 a 3.0 73,500 28 63 | 53 


Sherbrooke 1992 94,750 749 93,300 728 84,500 86 | 93 
1993 56,000 2.3 778 3.9 | 101,560 8.9 813 | 11.7 | 86,000 18; 80 | 7.6 
1994** 57,000 1.8 840 8.0 | 106,000 4.4 956 | 17.6 | 88,900 34) 62 | 54 
Québec 1992 | 285,800 — 6,300 94,300 4237 80,0004 53 | 6.3 


1993 286,200 0.1 | 4699  -25.4/ 97,200 3.1 3,805 |-10.2 81,500$; 19 53 6. 
 4994** 284,000 -0.8 4,900 43 99100 2.0 3,800 0.1 83,700 20, 57 5.2 
Chicoutimi-Jonquiére 1992 54,830 737 79,300 1,430§ 76,470 48 ial 


1993 53,170 | -3.0 668 | -9.4; 79,700 0.5 1,430§ | 0.0 | 78,100 2.1 5.4 | 63 
1994** 52,600 | -1.1 690 3.3 | 81,300 2.0 1,440§ | 0.7 | 79,300 15; 53 | 5.9 
Saint John 1992 54,000 493 114,155 1,163 84,872 5.9 6.0 


1993 55,500 2.8 471 “45 | 115,282 10 1,089  -64 87,329 25 fi 63 
1994" 56,500 18 500 62 117,000 1.5 1,050 -36 88,000 08 87 | 75 
Halifax 1992 | 150,000 2,420 118,700 4,777 99,975 5.5 | 5.7 
1993 | 151,000 0.7 2,127 | -12.1 | 121,500 2.4 4,637 | -2.9 | 102,500 Za ei 6.3 
1994** 153,000 1.3 2,155 1.3) 124,500 2.5 4,500 | -3.0 | 105,600 3.0) 72 | 81 
St. John’s 1992 69,500 1,024 128,700 1,720 91,959 73 | 56 
1993 70,500 14 1,137 | 11.0 | 124,000 | -3.7 1,741 12 | 92,319 04; 78 | 88 
1994** 71,500 14 1,200 5.5 | 126,500 2.0 1,800 3.4 | 93,500 13 106 | 94 


Charlottetown 1992 24,000 336 123,000 288 95,150 8.5 | 6.4 
1993 23,750 -1.0 341 1.5 | 125,600 2.1 240 |-16.7 | 94500 | -0.7) 72 | 48 
1994** 24,000 11 330 | -3.2 | 125,000 , -0.5 240 0.0; 94000  -05, 78 | 65 
ALL 1992 | 7,544,610 — | 107,406 — _ — | 212,809 —_ ~ ge — = 
METRO 1993 | 7,557,590 02 | 99269 | -7.6 _— — 194630 | -85 = oe _ — 
AREAS 1994** 7,644,890 12 98276... -12 _ — | 199,206 2.4 > — = = 


Ne eee EEE 


* Multiple Listing Service (MLS) is a registered t Average MLS price. NOTE: CMA employment totals exclude Oshawa. 
certification mark owned by The Canadian Real 


ee 9| Revised due to improved data. 
Estate Association. 


t¢ Average price for single-detached, 
semi-detached, row and apartment. 


§ Sales data is from TEELA. 


** 1994 values are CMHC forecasts except for the 
April vacancy rate which is actual. 


SOURCES: CMHC, Statistics Canada and local real estate boards. 
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continued from page 1 will be due toa 
combined drop of over 4,000 starts 
or 11 per cent in centres west of 
Regina and a slower than expected 
upturn in other centres, particularly 
Toronto. 

While the national recovery will be 
delayed, 18 out of 27 markets will 
experience moderate increases in 
housing starts and 22 markets will 
have higher average new house 
prices. 


The Most Active New 
Housing Markets 


The fastest gains in new housing 
starts in 1994 will be in Sudbury, 
Windsor, Trois-Rivieres, Thunder 
Bay, and St. Catharines. These 
centres are part of the group of 14 
mid-sized central Canadian markets 
which are now leading employment 
growth. 

In Sudbury, Trois-Rivieres and 
Windsor, starts will jump sharply due 
to especially strong consumer confi- 
dence. These three centres will see a 
second consecutive year of employ- 
ment growth in 1994. 

Windsor ’s starts performance this 
year will be close to pre-recession 
levels (1,676 starts in 1989 versus 
1,605 forecast for 1994). New home 
markets in Thunder Bay and St. 
Catharines are springing back after a 
very weak year in 1993. 

St. Catharines is experiencing a small 
recovery in consumer confidence 
due to announcements that pre- 
viously planned job cuts by General 
Motors would be carried out through 
early retirement. 

The sharpest drops in starts in 
1994 will occur in Edmonton, 
London, Vancouver, Saskatoon and 
Victoria. The declines in Vancouver, 
Victoria and Edmonton come on the 
heels of decade highs during the last 
year or two. 

The deepest decline will be in 
Edmonton where starts will tumble 
24 per cent. This is more than 
previously forecast and is due to 
extensive lay-offs and job cuts. In 
fact, Edmonton will be the only 
western market to see its job market 


shrink for the second year in a row. 
By contrast, Calgary housing starts 
will decline only by about 2 per cent 
because of higher consumer confi- 
dence buoyed by plans for more 
natural gas exploration. 

Even with a reduction in housing 
starts, Vancouver will see more activ- 
ity in 1994 than any other centre. 
High migration will keep overall ac- 
tivity high. In Victoria, a reduction in 
the selection of building sites is also 
constraining development, at least 
for the next few months. 

In London, the drop is primarily 
due to the timing of multiple pro- 
jects. Starts will be down from an 
exceptionally high level in 1993, 
having risen 63 per cent that year. 

CMHC forecasts a total of 17,300 
housing starts in Toronto in 1994, an 
increase of nearly 11 per cent over 
1993 levels. This is less than the 
19,300 starts predicted earlier — the 
forecast was revised downward 
because of weaker than anticipated 
employment growth. 

In Montréal, the industry will build 
13,450 new units, a drop of 2 per 
cent over last year. Most of this 
decline will result from less rental 
housing construction in the wake of 
persistently high vacancy rates. 


Chicoutimi 


Halifax 


St. John’s 
Montréal 
Winnipeg 
Regina 
Edmonton 
Ottawa 
Toronto 


Vancouver 


This year, Toronto’s average new 
single house price will decline once 
more, but not as much as in 1993. 
The average is forecast to fall only 
1.7 per cent in 1994, down from a 
4.8 per cent drop in 1993. What’s 
more, the decline will result not from 
lower market prices, but from a 
higher number of lower priced 
homes sold due to faster growing 
starter home demand. 

Vancouver continues to be the 
most expensive market, and will 
have a record high average new sin- 
gle house price of $480,000. How- 
ever, the latest annual average price 
increase of 8 per cent is partly due to 
increased move-up buying. Existing 
home owners are taking advantage 
of recent equity gains in their current 
homes, and are buying even more 
expensive new homes. 

The average price in Vancouver is 
almost six times higher than in 
Chicoutimi-Jonquiere which is 
forecast to replace Trois-Rivieres as 
the least expensive major market. 
Chicoutimi-Jonquiere will have an 
average new house price of $81,300 
in 1994. & 


Vancouver Prices Set Another Record 
Average New House Prices for Selected Centres — Forecast 1994 
Percentage Change from Previous Year in(_ ) 
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Resale Market to Rebound in 1994 


wp csales of existing homes for 
Li. all major centres combined 
will rise by over 2 per cent in 
1994, after a drop of almost 9 per 
cent in 1993. Only five major centres 
will not see higher prices in 1994. 

The resale market is forecast to 
recover before new housing for two 
main reasons. 1) The upturn in 
demand is located in eastern and 
_ central markets where buyers will 
take advantage of a wide selection 
of affordable resale homes. 2) Much 
of the housing demand in 1994 will 
come from first-time buyers who 
traditionally buy more resale homes 
than new. 

The most rapidly growing resale 
centres will be the 14 major central 
markets excepting Montréal and 
Toronto. Sales in these markets will 
rise almost 6 per cent. Combined 
resales in Calgary, Edmonton, and 
Vancouver - the three largest markets 
west of Winnipeg — will fall almost 
| percent. 


Highlights of 1994 Forecast — 
Percentage Change in Annual Resales: 
1993-1994 _ 


Top Five % | Bottom Five % ~ 


Sherbrooke 18 | Edmonton -. 5. 
Sudbury 13 | Saskatoon «= 4 
Windsor 8 |Saintuonn —-4 
London 8 Calgary 3 


St. Catharines 7 | Halifax ~2. 


The Most Active Resale 
Markets 


The hottest resale markets for 1994 
will be Sherbrooke, Windsor, 
London, St. Catharines and 
Hamilton. 

Of these markets, only Sherbrooke 
will experience a second consecu- 
tive year of increased resales. Con- 
sumer confidence is strong in this 
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market on the heels of employment 
gains in 1993. Buyers there are also 
responding to high affordability. 

London experienced strong 
growth in manufacturing jobs in 
1993 and this is fueling consumer 
confidence. Employment growth will 
accelerate this year in Hamilton and 
Windsor. St. Catharines’ housing 
markets, both new and existing, are 
benefitting from pent up demand. 

Resales will decline fastest in Ed- 
monton, Saskatoon, Saint John, 
Calgary and Halifax. The sharpest 
drop in resale activity will happen in 
Edmonton, where sales will fall 
almost 9 per cent. This centre had 
the highest resale volumes in 1991-: 
92. The decline is partly cyclical, but 
will be deepened by lower con- 
sumer confidence and job cuts. 

Resales in Saskatoon, Calgary, and 
Halifax, are also slipping after reach- 
ing peaks in the early 1990s. How- 
ever, consumer confidence will 
sustain resales at a higher level. All 
these markets responded strongly to 
lower mortgage rates and CMHC first- 
time home buying incentives 
introduced in 1992. 

The Saint John resale market is 
characterized as stable, and starts 
there are forecast to drop only 39 
units, from 1,089 to 1,050. 


Solid Gains in Montreal 
and Toronto 


Both Montréal and Toronto will see 
resale volume increases of about 5 
per cent in 1994 as homebuyers take 
advantage of plentiful listings, 
especially in Montréal. The rate of 
increase in sales is twice as high as 
average for all major centres but 
slower than other major central 
Canadian markets. 

Average prices of single family 
resale homes are forecast to rise in 
nearly every centre in 1994. Only Ed- 
monton, Toronto, and Charlottetown 
will see lower prices. In Toronto and 
Charlottetown, the price decline is 
because of the growing proportion 
of first-time buyers who are more 
inclined to buy modestly priced 
homes. Toronto’s average resale 
single family house price will decline 
0.7 per cent in 1994 to $205,000. 

Vancouver's average single-family 
price will rise more than 5 per cent 
in 1994 to a record high of $368,000. 
However, this rate of increase is 
down from 17.7 per cent in 1993. 

Trois-Rivieres is still the least ex- 
pensive major resale market with an 
average single family home price of 
$73,500. This is five times lower than 
Vancouver’s average prices. Hi 


Resale Market Hottest in Vancouver 
Forecast Average MLS Prices for Selected Centres — 1994 
Percentage Change from Previous Year in (_ ) 
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SOURCES: CMHC and local real estate boards. 
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-Narrow-Front Housing Projects as Affordability 


Solutions 


by Dr. Avi Friedman 


In recent years the Grow Home has attracted a great deal of interest and attention in the housing industry. This 
article highlights the result of a study of 19 housing projects built around the grow home concept. Canadian Housing 
Markets is thankful to Dr. Avi Friedman, Assistant Professor and Director of the Affordable Homes Masters of 
Architecture Program at McGill University in Montréal for the article. 


n response to the current 

affordable housing challenges 

of urban areas, a team of 
researchers from the Affordable 
Homes Program at McGill University 
developed the Grow Home. This is a 
livable, compact row house, 4.3 
metres wide with 93 square metres 
of living space. 

Within six months of completing a 
full scale prototype on the McGill 
University campus in Montréal, a 
Montréal developer undertook the 
first housing project based on the 
Grow Home concept. He sold all 87 
units of the project before any 
ground was even broken. Over 668 
units in 19 projects were then built 
within the first 10 months following 
the initial project. These ranged in 
price from $69,000 to $95,000, and 
several new projects have since been 
built in Quebec and 3 other prov- 
inces. 

The proliferation of projects in and 
around Montreal created an opportu- 
nity to evaluate the occupied pro- 
jects sociologically, architecturally 
and financially. Seven housing pro- 
jects were selected, and question- 
naires were distributed to the 
occupants to assess their demo- 
graphic makeup, house shopping 
and buying experience, buyer prefer- 
ences, occupant satisfaction, level of 
improvement over previous dwell- 
ing, and the adjustments that were 
required after the move-in date. 

The study found that the projects 
attracted the demographic group for 
which they were intended, although 
the household incomes were higher 
than anticipated. The majority of 
respondents (67.5 per cent) claimed 
annual household increases greater 
than $40,000. The recent shift in the 


social and demographic profile of 
the average homebuyers has 
resulted in more buyer types (e.g. 
single parents, smaller families, child- 
less couples) with different housing 
needs. The compact size of the 
Grow Home was as attractive as its 
low cost. A new housing product, 
small in size and low in mainte- 
nance, translates into savings in time 
and money for its new owners: a 
high priority for those with busy, 
demanding lifestyles. 

Affordability nevertheless contin- 
ues to be a key consideration in the 
buying experience of Grow Home 
owners. Figure 1 demonstrates just 
how low a gross annual income is 
required to purchase one of those 
housing units. A Grow Home with a 
cost of $76,000, combined with a 
$1,000 annual municipal tax credit, 
for example, can be financed by a 
person or family with an annual 


income of just over $23,000, assum- 
ing an 8.5 per cent mortgage. A more 
expensive version of the house, at a 
price of $86,720, is affordable to 
households earning just over $26,000. 
The survey also compared the 
ownership expenses of new home 
owners with their previous expenses 
as renters to show how much more 
they were willing to pay for owning 
a home. While all buyers could af- 
ford their new ownership costs, their 
payments increased an average of 
about $200 when they purchased a 
home. Figure 2 shows how a house- 
hold with an income of just over 
$38,000 is willing to buy an afford- 
able home when the difference be- 
tween rent and monthly ownership 
costs is only $181. Similarly, a house- 
hold earning $50,000 adjusts to the 
shift from tenant to owner with an in- 
crease in monthly expenses of $227. 


Figure 1 — Affordability Comparison 


House Price 


$ 102,000 


$ 76,000 


$ 22,020 
Required Gross Annual Income 
eo ee ————— 


Grow Home 


Regular 
Starter 
Home 


$ 34,690 


Note: Based on total carrying costs, including capital, interest, property tax and heating. An 8.5 per cent 
interest rate was used. Annual property taxes and heating costs for the grow home were estimated at 
$1,115 and $240, respectively for 1993. Property taxes and heating costs for the average Montréal starter 
home were estimated by CMHC at $1,900 and $1,220 in 1993. A $1,000 annual Montréal municipal grant 
offered for first homeownership in the first three years was taken into account in these calculations. 
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Figure 2 — Median Incomes and Monthly Carrying Costs — (Rental vs. Ownership) 


Project 1 _ a. 3S. 4 6 L Total 
Average Annual : : 
Household Income $45,000 $38,125 $49,575 $45,000 $50,000 $44,500 $42,916 $45,818 
Average Monthly 
Expenses as Tenants 554 573 SC So 4 Be 558 495 538 
Average Monthly : - ; 

_ Expenses as Owners fo 754 860 ii 738 760 796 
Percentage of Income 
allocated to housing in | _ - / 
current dwelling 18.9% 237% 208% 21% 185% 199% 21.2% 20.8% 


Both increases were found to be af- 
fordable. 

Surprisingly, the majority of buy- 
ers (59.5 per cent) were not actively 
looking to buy a house at the time of 
purchase (Figure 3). Close to one- 
third (29.4 per cent) visited no pro- 
ject other than the one they decided 
to purchase, and 61.3 per cent 
looked no further after seeing their 
eventual home. Short shopping 
periods and quick decisions to buy 
(many purchased without seeing a 
finished unit) suggest the projects fill 
a market void and represent a 
unique opportunity for most of the 
buyers, an exceptional bargain not 
to be: passed up. 

The experience with the Grow 
Home projects has indicated that af- 
fordable housing market can be 
achieved by the housing product it- 
self. The notion that housing costs 
can be reduced only by addressing 
external macroeconomic factors, like 


interest rates, and that labour and 
material costs play an insignificant 
role in housing prices is not neces- 
sarily valid. 


BES NaS 
... affordable 
housing market can 
be achieved by the 
housing product itself. 


Housing prices were lowered in 
the Grow Home projects by reduc- 
ing construction costs and by using 
land efficiently, especially in urban 
areas where land costs are a major 
consideration. Also, housing types 
which recognize the changing needs 
and lifestyles of prospective buyers 
represent a higher degree of desir- 


Figure 3 — Buyer’s Shopping Experience | 


(percentage of respondents) 


Shopping Period — (%) 

Not looking 59.5 
Up to 6 months 20.6 
7 to 12 months Ze 
13 to 24 months 4.1 
More than 24 months 3.6 


Projects Visited other (%) 
than the Grow Home 


None 29.4 
1to3 417 
4to6 lis 
7to9 Te 
10 to 12 4.7 
More than 12 57 
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Decision to Purchase (%) _ 


Immediate 39.3 
1 or 2 weeks © —-449 
3 or 4 weeks 9.2 
5 or 6 weeks 4.6 


More than 6 weeks 2.0 


Projects Visited after (%) 


Grow Home 

None 61.9 
1to3 34.0 
4to6 3:2 
7to9 05 
10 to 12 0.0 
More than 12 1.0 


ability and have a greater chance of 
acceptance in today’s challenging 
market. @ 


This article summarizes the detailed 
findings of a report entitled "Evaluation 
of Affordable Housing Projects Based on 
the Grow Home Concept," by Dr. Avi 
Friedman and Mr. Vince Cammalleri, 
McGill School of Architecture, 
Affordable Homes Program (167 pp., 36 
tables, 17 illustrations). 

For further information contact the 
author at 815 Sherbrooke Street West, 
Montréal, QC, Canada H3A 2K6 or call 
(514) 398-4923. 


ECONOMIC & HOUSING 
MARKET INDICATORS 
(pages 2 & 3) 


Total Employment: 


Total employment is the number of people 
employed in the CMA across all industries in a 
particular year. 


Total Housing Starts: 


Total housing starts is defined as the total number of 
starts for all housing types for the year. 


Single New House Price: 


The single new house price is defined as the 
weighted average price of all units sold during the 
year. 


Number of MLS Sales (residential): 


The number of residential MLS sales is defined as the 
total number of sales for all types of residential 
dwellings sold through the MLS service for the year. 
The number of MLS sales is supplied by local real 
estate boards. 


Single MLS Average Price: 


The single MLS average price is the weighted average 
price of single family homes sold through the MLS 
service for the year. MLS price data is supplied by 
local real estate boards. 


Three-Unit Structures Vacancy Rate: 


The three-unit structure vacancy rate is the overall 
private market vacancy rate reported in the Rental 
Market Survey for both April and October. This 
would include both rowhouses and apartments. 


CMHC CANADIAN HOUSING MARKETS. —- SECOND QUARTER 1994 


SEVEN 


PAGE 


Modest Employment Growth in 
Most Centres 


| = mployment will grow in most 
markets in 1994 with 22 of 27 
centres forecast to see a net 
gain in jobs. However, the overall 
rate of growth will be modest at 
about 1 per cent. 

In central Canada, most of the 
growth in Ontario and Quebec will 
occur in the 14 major markets 
outside Toronto and Montréal. The 
rate of employment expansion in 
these centres will be twice the aver- 
age at about 2 per cent. As a result, 
housing demand will be strong in 
most central Canadian markets. Only 
St. Catharines, Chicoutimi-Jonquiere 
and Québec will see a decline in 
jobs. 

By contrast, Montréal and Toronto 

- will see only a 0.7 per cent and 0.5 
per cent growth rate respectively. 
The increase for Toronto, although 
weak, will be the first annual 
increase in employment in that 
centre since 1989. 


As shown in the Summary of 
Employment Forecasts, the majority 
of centres will continue to recover 
some or all jobs lost during the last 
recession. Eight centres, Sudbury, 
Oshawa, London, Kitchener, 
Victoria, Saskatoon, Trois-Rivieres 
and Calgary, are forecast to have 
fully recovered by 1994. This edition 
of Canadian Housing Markets marks 
the first time that Trois-Rivieres and 
Calgary are included among the fully 
recovered markets. Hull is shown as 
fully recovered because of a higher 
level of employment in wood 
industries boosting economic activity 
in that area. 

Twelve markets are seen as 
recovering, although they remain 
below their pre-recession level of 
employment. Charlottetown contin- 
ues to show no major recovery 
following the loss of jobs experi- 
enced in 1991. Three markets will 
continue declining in 1994. 


Summary of Employment Forecasts by Stage in Cycle 


Recovering Stable 
but during 
Recovered employment recession 
Did not to below but 
experience _pre-recession pre-recession Continued forecast 
downturn level level Stable decline to decline 
Vancouver* Sudbury St. John’s Charlottetown St. Catharines | Edmonton 
Saint John Oshawa Halifax Québec 
London Sherbrooke Chicoutimi 
Kitchener Montréal 
Victoria Ottawa 
Saskatoon Toronto 
Trois-Riviéres Hamilton 
Calgary Windsor 
Hull Thunder Bay 
Winnipeg 
Regina 


LES SRS re it eS RIES RL ETS SBE ERR SOT LAN a SATE SP ENGR EISEN ELIOT IE CE SINS ETE LITE TS TBR ESTES LEE PLEIN IES 


“Vancouver did not experience the recession in 1991-92 but employment there dipped slightly in 1993. 


SOURCE: CMHC forecast. 
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Overall, job creation in Canada’s 
major centres in 1994 will be 
constrained by the slow pace of 
economic growth. CMHC forecasts 
only moderate market growth until 
job creation picks up. The one 
exception is in central Canada, 
where employment growth in most 
major centres outside Montréal and 
Toronto will give housing markets a 
boost. # 
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Affordability Rides Mortgage Rate 
Roller Coaster 


w } oller coaster like movements 
in mortgage rates made 
affordability highly volatile 

in the first half of 1994. Record low 
mortgage rates in the first quarter 
helped boost affordability to the 
highest level in years. However, 
since March, average three-year 
rates have jumped nearly 4 percent- 
age points, from a low of 6.5 per 
cent to a high of 10.375 per cent by 
the end of June. This is the fastest 
four-month increase in the three- 
year rate since it was widely intro- 
duced in 1980. 

As a result of this sharp rise in 
mortgage rates, most of the 
affordability gains made in the last 
four years have been lost in the four 
months between March and June. 
This special feature of Canadian 
Housing Markets highlights the vola- 
tile affordability situation at different 
points during the first half of the 
year. This article also looks at how 
rates affect: first-time buying; the 
average affordability picture for the 
first half of the year; and the outlook 
for the rest of the year. 

The chart “Rates and Potential First- 
Time Buyers” shows the percentage 
of renters who can buy a starter 
home at different mortgage rates for 
four centres (Halifax, Montreal, 
Toronto, and Vancouver) and all 
major urban areas combined. It 
describes how affordability changes 
at different mortgage rates leaving all 
other factors (income, prices, heating 
and property taxes) constant. For all 
major centres combined, the percent- 
age of renters who could buy 
peaked at 41.3 per cent in January, 
1994 when the average three-year 
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rate fell to 6.5 per cent. By the end 
of June, the proportion of potential 
buyers among renters had fallen to 
26.6 per cent as the three-year rate 
10se 10'.10,375 percent. 


part of this buying spurt was due to 
‘rate watchers’ jumping in the market 
as mortgage rates began to increase. 

As the mortgage rate roller coaster 
began to climb in March, a record 
15,500 FHLI approvals were made. 
However, the growth of first-time 
buying did slow as rates rose. In 
February 1994, there were over twice 
as many FHLI approvals than in 
February 1993. By June 1994, buying 
was still up, but surging mortgage 
rates had reduced the growth of 
FHLI participants to only 30 per cent 
over the previous June. 

Another indicator of affordability, 
the share of single-detached homes 
bought by 


First-Time Buyers Rush to Beat 
Rate Hikes 

Despite the surge in mortgage 
rates, first-time buying boomed in 
the first half of 1994 as buyers 
rushed into the market before rates 
could climb higher still. In the first 
half of 1994, approvals under 
CMHC’s First Home Loan Insurance 
(FHLD, or Five Per Cent Down pro- 
gram, were up 68 per cent over the 
same period last year. A significant 


continued on next page 


Rates and Potential First-Time Buyers 
The Percentage of Renters Who Can Buy at Selected Mortgage Rates 


(percentage of renters) J * S re 4a ~ 
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* Met. Total refers to all CMAs plus Charlottetown. 
SOURCE: CMHC. 


CMHC 3° SCHL 


IHA 6354 CHM-94C 


Helping to house Canadians 


first-time buyers, remained fairly 
stable over the first two quarters of 
1994. However, the full effect of the 
increasing rates on sales will not be 
felt until the second half of the year. 
One reason for the delay is the use 
of pre-approved mortgages, which 
protect buyers from rising rates while 
looking for a home. Pre-approvals 
allowed loans negotiated at the 
lower rates of previous months to 
be translated into sales a few 
months later. 

The effects of climbing rates on 
mortgage costs vary across Canadian 
markets. In higher priced centres, 
where mortgages are larger, the rates 
will have a greater impact on financ- 
ing costs. In Vancouver, for example, 
the monthly payment on a mortgage 
of $177,116 (which corresponds to 
the average starter home price of 
$193,495) jumped $443, from $1,186 
early in March to $1,629 by the end 
of June. Over the same period, in 
Montreal, the monthly payment for a 
$94,916 mortgage ($102,890 house 
price) rose $237, from $636 to $873. 

In Toronto and other Southern 
Ontario centres, it would take big 
rate hikes to wipe out the large gains 
made in affordability since 1990. This 
is because of the significant price 
declines seen in recent years. For 
instance, if mortgage rates hit 13.4 
per cent — the highest annual aver- 
age three-year rate since 1982 — and 
all other factors remained constant, 
almost twice as many Toronto rent- 
ers (12.5 per cent) could afford to 
buy an average priced starter home 
now than in 1989. In that year, just 
over 6 per cent of renters could 
afford the average priced starter 
home of $197,700. The Toronto 
starter home price has since dropped 
to $168,350 in the first half of 1994. 


First Half Average Affordability 
Up Slightly Over 1993 

While the run up in mortgage rates 
brought affordability down by June, 
the average affordability picture for 
the first half was up slightly from the 
same period a year ago. Using an 
average three-year mortgage rate of 
7.6 per cent for the first half of 1994, 
the percentage of renters who could 
buy in all centres eased up to 36.9 
per cent from 34.8 per cent a year 
ago. The share of renters who could 


CMHC 


buy increased in 25 of 27 centres 
since the first half of 1993. Slow 
house price growth in most centres, 
combined with lower average mort- 
gage rates, contributed to the rise in 
affordability in the first half. 


Affordability Losses To Ease 
Over the Rest of The Year 
Mortgage rate increases are 
expected to moderate during the rest 
of 1994, and this should limit further 


declines in affordability. By the end 
of June, we were still well above the 
1990 affordability low when 18.1 per 
cent of renters could afford to buy. 
Affordability is expected to stay 
above the 1990 low for the rest of 
the year. The three-year rate would 
have to rise to between 13 and 13.25 
per cent before affordability drops to 
1990 levels. m 


The Percentage of Renters Who Can Afford to Buy 


a Starter Home 


(Ranked Highest to Lowest Based on Jan-Jun 1994) 


CENSUS TOTAL TOTAL FAMILY FAMILY NON-FAMILY NON-FAMILY 
METROPOLITAN JAN-JUN  JAN-JUN JAN-JUN JAN-JUN JAN-JUN JAN-JUN 
AREAS (CMA) 1994 1993* 1994 1993* 1994 1993* 
St. John’s B43 id 42 BA 53.8 50.8 
Chicoutimi-Jonquiére 52.1 50.6 546 8532. 44.0 42.6 
Thunder Bay 519 496 =~ 58.1 56.1 40.6 37.8 
Windsor 487 486 534 533 41.5 41.4 
Saskatoon 46.8 47.6 Ste2 51.9 42.0 42.8 
Winnipeg 45.3 44.4 51.6 50.7 38.0 37.0 
Regina a4 BF 4G ae a 39.5 
Charlottetown 448 425 503 477 38.8 S67 
Halifax 408 304 484 449 33.8 30.6 
Saint John 427 407 446 425 ere 35.4 
Calgary 425 406 490 47.1 34.8 33.0 
Québec 423 430 510 516 29.7 30.4 
Oshawa 48 383 464 427 30.5 27.5 
Trois-Riviéres 417 39.8 47.8 45.9 31.3 29.5 
Hull 409 895 459 444 ata 29.8 
London AOA. 9 892° $483  te47 4 30.4 29.4 
Edmonton 40.3 40.1 47.2 47.0 31.1 30.9 
Montreal 403 372 489 457 28.0 25.2 
St. Catharines-Niagara 39.8 377 43.6 41.6 32.0 30.0 
Sudbury 39 371 #47 #42948 28.5 26.8 
Kitchener B08 362 455. 416 27.4 24,2 
Sherbrooke 307 867 «462 Ado 28.0 26.1 
Ottawa 350 327 43.1 40.6 25.2 23.2 
Hamilton 82.6.0 S10) (88.4 eons 23.9 22.9 
Toronto 328° 905 308. 369 23.0 20.5 
Vancouver 21.9 20.8 29.3 28.0 14.6 13.7 
Victoria 11.6 10.8 16.2 15.0 6.2 ie 
Metropolitan 

Area Total 369 348 442 419 26.9 25.1 
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Source: CMHC 
* Revised in some areas since previous publication. 
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New Homes Within Reach For Many First-time Buyers 


‘ | | hether it’s a single or apart- 
ment condominium, new 
housing is not out of reach 
for many first-time buyers. In every 
major centre, new homes were more 
affordable in the first half of 1994 
than they were three years ago 
based on the average mortgage rate 
during this period — 7.6 per cent. 

CMHC’s new construction af- 
fordability indicator shows the per- 
centage of new singles, semis, rows 
and apartments sold at prices within 
reach of potential first-time buyers 
(see the last column of the table 
Supply Affordable to Potential 
First-Time Buyers). 

In most centres, apartments and 
townhouses are not the only options 
for first-time buyers looking for a 
new home. In 19 centres, over 50 
per cent of the new singles and 
semis bought in the first half of the 
year were sold at affordable prices. 

The number of new homes 
approved under the FHLI plan has 
more than doubled in the first half of 
this year compared to the same 


period a year ago. Across all centres, 
more than half of the new FHLI ap- 
provals in the first six months of 
1994 were singles. However, in the 
high cost centres of Vancouver and 
Victoria, apartment condominiums 
are the most affordable type of 

new home. 

In Toronto, smaller sizes and fall- 
ing prices boosted the percentage of 
affordable new homes sold to 45.7 
per cent in the first half of 1994 — 
nearly five times its 1991 level. In 
Vancouver and Victoria, there was 
also an increase since 1991 in the 


share of new homes sold at afford- 
able prices. This was due to the rise 
of multiples construction geared to 
first-time buyers and lower average 
mortgage rates in the first half of the 
year compared to 1991. In Montreal, 
the most affordable of the largest cen- 
tres, 82.6 per cent of new construc- 
tion is within reach of potential 
first-time buyers. 

Quebec and Atlantic centres 
tended to be the most affordable in 
the nation. In Chicoutimi and 
St. John’s, 95 per cent of the new 
homes sold in the 


continued on page 8 


What types of new homes are first-timers buying? 


New homes insured under the First Home Loan Insurance Plan — January to June 1994 


As a percentage of total new home FHLI approvals 


_ Singles _ Semis Rows Apartments Mobiles Total 
Halifax 417 46.8 2. 0.0 9.4 278 
Montreal 61.1 14.5 15.8 8.6 0.0 2,668 
Toronto 52.2 15.6 24.8 73 0.0 1,407 
Edmonton 56.5 1.8 18.0 21.6 2.0 499 
Vancouver 7 0.2 17.4 80.6 0.0 1,032 
Met. Total 52.2 (137 182 15.2 0.7 9,135 


Source: CMHC 


Resale Markets Offer Wide Selection 


irst-time buyers looking for a 
iF resale home had a wide selec- 

tion to choose from in most 
markets. In 19 of 23 centres, over 
half of the resale listings were afford- 
able to potential first-time buyers 
based on the average mortgage rate 
during the first half of 1994 — 7.6 
per cent. Only in Victoria (13.4 per 
cent), Vancouver (31.6), Ottawa 
(39.8) and Sudbury (47.7) were af- 
fordable listings less than one half of 
the market. For all 23 centres com- 


bined, 59 per cent of the resale 
market was affordable in the first 
half of 1994. 

The number of resale homes 
bought under the FHLI plan in- 
creased by over 60 per cent in the 
first half of 1994 compared to the 
same period last year. Record low 
mortgage rates early in the year 
helped widen the selection for first 
time buyers looking for resale homes. 

Since last June, the share of 
affordable listings rose the most in 


What types of existing homes are first-timers buying? 
Existing homes insured under the First Home Loan Insurance Plan — January to June 1994 


As a percentage of total existing home FHL! approvals 


Singles Semis Rows Apartments Mobiles Total 
Halifax 77.0 18.6 25 1.4 0.5 880 
Montreal 85.4 6.1 33 4.9 0.2 4,583 
Toronto 57.5 15.1 13.3 14.1 0.0 6,421 
Edmonton 61.2 2.2 29.9 5.9 0.8 2,185 
Vancouver a2 0.5 19.3 42.8 0.1 2,387 
Met. Total 70.8 8.7 11.1 8.8 0.6 32,164 


a eR 


Source: CMHC 
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St. Catharines, Calgary, Trois- 
Rivieres, Hamilton and Hull. In 

St. Catharines and Trois-Rivieres, 
overall listings fell over the last year 
but what was put on the market was 
more affordable. The result was a 

big increase in the share of lower 
priced listings. First-home buyers 

saw their choice continued on page 8 


Biggest Changes in Affordability 


The Percentage of Listings Affordable 
June 1994 vs June 1993 


Percentage Percentage 
point point 
change in change in 
affordability affordability 
UP DOWN 
St. Catharines 20.5 | Sudbury -17.5 
Calgary 14.4 | Ottawa -10.5 
Trois-Riviéres 13.9 | Windsor -3.5 
Hamilton 11.0 | Halifax -2.2 
Hull 9.1 | London —1.3 


eterna cr TD RIS SE is eS Cm Ee Se 
Source: CMHC calculations based on local Real 


Estate Board data. 
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Supply Affordable to Potential First-Time Buyers 


CENSUS 
METROPOLITAN 
AREA (CMA) 


Victoria 


Vancouver 


Edmonton 


Calgary 


Saskatoon 


Regina 


Winnipeg 


Thunder Bay 


Sudbury 


Windsor 


London 


Kitchener 


St. Catharines- 


Niagara 


Hamilton 


FAMILY 
TYPE 


Family 

Non Family 
Total 
Family 

Non Family 
Total 
Family 
Non Family 
Total 
Family 

Non Family 
Total 
Family 
Non Family 
Total 
Family 

Non Family 
Total 
Family 
Non Family 
Total 
Family 

Non Family 
Total 
Family 
Non Family 
Total 
Family 

Non Family 
Total 
Family 
Non Family 
Total 
Family 


| Non Family 
| Total 


Family 

Non Family 
Total 
Family 

Non Family 
Total 


| 


1994 
INCOME 
$ 


47,022 
37,722 
43,330 
61,608 
51,318 
56,710 
48,098 
40,374 
44,941 
50,945 
43,735 
47,749 
45,892 
40,016 
43,126 
43,446 
37,836 
40,762 
48,231 
40,922 
44,982 
96,622 
48,450 
53,741 
48,344 
43,133 
46,794 
59,109 
48,576 
54,983 
55,842 
45,272 
51,505 
52,036 
44,064 
49,202 
49,539 
42,537 
47,299 
52,081 
42,330 
48 348 


MAXIMUM 
AFFORDABLE 
HOUSE PRICE* 
$ 


161,137 
123,792 
146,312 
226,697 
181,242 
205,062 
157,622 
126,605 
144,944 
180,670 
151,657 
167,777 
156,480 
132,884 
145,374 
141,263 
118,735 
130,481 
155,782 
126,434 
142,735 
201,221 
166,474 
188,494 
163,928 
143,004 
157,704 
196,746 
152,926 
178,654 
183,104 

140,374 
165,403 
173,885 
141,871 
162,507 
168,451 
140,332 
159,455 
173,902 
134,746 
158,911 


RESALE 
SUPPLY 
AFFORDABLE 
% 

19.1 
6.2 
13.4 
36.0 
TT 
31.6 
N/A 
N/A 
N/A 
79.0 
64.4 
72.6 

89.2 
83.6 
87.6 
87.7 
80.7 
84.8 
86.9 
ni 
83.6 
84.0 
72.5 
79.6 
55.6 
35.7 
477 
77.8 
56.9 
71.2 
70.5 
50.9 
62.7 
66.9 
48.3 
62.2 
67.2 
61.2 
67.1 
64.8 


MOST PREVALENT 
HOUSE TYPE 


Condo Apartment 

Condo Apartment 

Condo Apartment 

New Townhouse, Older* Bungalow 
Newer! Condo Apt. 

Older* Townhouse; New Condo Apt. 
NA 

N/A 

N/A 

New 2 Storey 

New Semi or Row Condo 

2 Storey; Split Level 

Bungalow; Split Level 

Bungalow; Split Level 


Bungalow; Split Level 


Bungalow 

Bungalow 

Bungalow 

Bungalow 

Bungalow 

Bungalow —y _ 
Split-Level; Large 2 storey 
Newer bungalow 

Newer bungalow; Small 2 Storey 


‘Standard 2 Storey — 


Large Split Entry; Split Level 
Standard 2 Storey 
Bungalow; 1 1/2 Storey 
Bungalow; 1 1/2 Storey 


Bungalow; 1 1/2 Storey 


Bungalow; Row Condo; Condo Apt. 
Bungalow; Row Condo; Condo Apt. 


| Bungalow; Row Condo; Condo Apt. 


2 Storey, Bungalow 

2 Storey, Condo Townhouse 
2 Storey, Bungalow 

2 Storey, Bungalow 
Split-Level, Bungalow 

2 Storey, Bungalow 

All Types 

1 1/2 Storey; Bungalow 

2 Storey; Bungalow 


AFFORDABLE 
NEW 
CONSTRUCTION** 
% 
Ad 
12.0 
36.0 
49.8 
35.9 
43.4 
68.3 
40.9 
58.1 
70.3 
45.4 
60.1 
84,2 
65.8 
47 
48.2 
23.7 
34,2 
75.7 
48.0 
64.6 
89.5 
43.8 
69.5 
72.4 
55.7 
68.8 
72.0 
38.2 
57.4 
75.3 
43.6 
64.2 
73.3 
26.7 
49.2 
67.2 
51.0 
66.6 
50.1 

5.5 
22.0 


a — ————— ee a 


CMHC 


CANADIAN 


HOUSING 


MARKETS - THIRD 


QUARTER 


1994 


Supply Affordable to Potential First-Time Buyers (cont'd) 


MAXIMUM RESALE AFFORDABLE 
CENSUS 1994 AFFORDABLE SUPPLY NEW 
METROPOLITAN FAMILY INCOME HOUSE PRICE* | AFFORDABLE MOST PREVALENT CONSTRUCTION 
AREA (CMA) TYPE $ $ Shi % HOUSE TYPE % 
Toronto Family 65983 | 224,203 NA | NWA 51.9 
Non Family 56,788 186,236 N/A N/A 37.2 
Total 62,111 209,748 N/A N/A 45.7 
Oshawa Family 54,790 182,783 N/A N/A 72.1 
Non Family 47,218 152,124 N/A N/A 49.5 
Total 52,529 173,451 N/A N/A 65.0 
Ottawa Family 56,928 183,447 53.2 Bungalow, 2 Storey 75.5 
Non Family 46,597 141,647 20.7 Condo Row; Condo Apt. 42.1 
‘Total 52,431 165,076 39.8 | Bungalow; Condo Row 63.4 
Hull Family 46,064 144,647 80.8 Bungalow 83.3 
Non Family 39,444 118,062 71.9 Bungalow 56.3 
Total 44,024 136,456 78.1 Bungalow 75.9 
Montreal __ Family 51,209 165,746 ‘739 ‘All Types 85.5 
. ‘| NonFamily 41945 | 126,135 51.3. All Types 64.3 
Total 47,596 151,238 67.9 __ All Types” 82.6 
Trois-Riviéres Family 41,508 132,398 83.0 Bungalow 96.0 
Non Family 35,286 107,414 66.3 Bungalow 89.0 
| Total 39,471 124,221 77.9 | Bungalow 94.0 
‘Sherbrooke =—— Family 41,663 130513 WA WA 83.2 
Non Family 36,304 | —- 108,993 N/A N/A 79.4 
| Jost =—“(it‘zmvwgyOS:«©«(t2908 «= NA OWA CS 81.3 
Québec Family 45,861 140,281 82.0 All Types 84.8 
Non Family 38,703 115536 63.0 All Types 70.1 
Total 43,332 130,126 77.0 All Types 82.1 
Chicoutimi- Family 44634 142,454. 89.2 Standard Bungalow 96.5 
Jonquiére Non Family 30433. ~=—s«d 21,068 83 Standard Bungalow 92.9 
Total 45449 | 137608 | 870 Standard Bungalow 95.3 
Saint John Family 42.421 141,763 84.0 Large 2 Storey 88.5 
Non Family LTT 123,114 74.0 Split Entry 81.3 
Total 40,937 135,803 81.0 Modest 2 Storey 86.0 
Halifax Family. 45,054 | 151,219 | 705 | Single-Detached 87.4 
Non Family 40,744 133,912 6/8 Single-Detached 81.5 
Total 43,458 144,809 65.2 Single-Detached 85.8 
St. John’s Family 53,935 170,844 91.6 Bungalow; 2 Storey 95.0 
Non Family 53,436 168,843 89.5 Bungalow; 2 Storey 92.5 
Total 53,785 170,244 91.6 Bungalow; 2 Storey 95.0 
Charlottetown Family 40,744 | 133,612 —6-70.4 All Types 81.4 
Non Family 37,569 120,860 58.6 All Types but 2 Storey 61.0 
Total 39,763 129,671 67.5 All Types 66.1 
Metropolitan Family 65.1 62.6 
Area Total Non Family 47.9 42.3 
Total 59.3 | 54.8 | 


Sources: CMHC, local Real Estate Boards and 


t Older is ten years old or more. 
Statistics Canada. 


NAA is data not available from the local real estate 
board. 


* Calculated with a mortgage rate of 7.6 per cent. 
** Percentage of new dwellings sold at or below the 
maximum affordable house price. 
t Newer is five years old or less. 
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Improving Access to Homeownership 


he surge in mortgage rates 

since March has made home- 

ownership less attainable for 
many modest income renters. For 
example, the monthly mortgage pay- 
ment on a $100,000 mortgage with a 
five-year term in January of this year 
was $715. By June, when mortgage 
interest rates increased to 10.75 per 
cent the monthly payment increased 
by $230 to $945. But government 
programs and innovative financing 
can offset increases due to higher 
rates and give more people a 
chance to enter the market. 

This article looks at various such 
options. It discusses ways to make 
monthly payments easier, examines 
how two federal programs can help 
and, finally, highlights innovative ten- 
ure arrangements and partnerships. 

Overall, the best way to reduce 
higher mortgage costs is to combine 
the benefits of two or more of these 
options, taking into account each of 
their advantages and disadvantages. 
With such a strategy, a buyer may 
not only cut down the higher carry- 
ing cost caused by this year’s rate 
hikes, but in some cases eliminate 
them altogether. 


Reducing Monthly Payments 

Buyers who cannot afford the 
monthly payments might consider a 
shorter mortgage term. In fact, by tak- 
ing a six-month term in June instead 
of a five-year term, 68 per cent of 
the interest related monthly payment 
increase from January to June can be 
offset. The monthly charge with a six 
month term in June at 8.38 per cent 
on a $100,000 mortgage was $787 
which is $158 lower than with the 
five-year term. 

However, this strategy may not be 
advisable for buyers who could not 
afford higher mortgage payments 
should rates go up at renewal six- 
months down the road. 

Another option is to increase the 
amortization period beyond 25 years. 
The National Housing Act allows pur- 
chasers to amortize their mortgages 
up to 40 years. Increasing the amorti- 
zation period from 25 to 40 years on 
a $100 000 mortgage with a five-year 
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term at 10.75 per cent, reduces the 
monthly payments to $889, for a sav- 
ing of $56. The increase in mortgage 
payments between January and 

June would have been $174 instead 
of $230. 

A third option is to combine a 
longer amortization and a shorter 
term mortgage. In fact, this option 
totally offsets the mortgage rate 
increases that occurred between 
January and June. In January, before 
the recent round of rate hikes, the 
monthly payment on a $100,000 
mortgage was $715. Someone bor- 
rowing at the end of June could 
attain virtually the same payment — 
$713 — if the mortgage were amor- 
tized over 40 years with a six-month 
term at 8.38 per cent. 

Longer amortization periods and 
shorter terms, however, mean an 
increase in the interest cost over the 
life of the mortgage. A 40-year amor- 
tization with a six-month term, for 
example, hikes the total interest paid 
by $58,723, compared with what one 
would pay on a 25-year amortization 
with a five-year term. The buyer can 
offset this by accelerating payments 
at mortgage renewal if rates come 
down, or by making lump sum 
payments to reduce the mortgage 
outstanding. 


Easing the Downpayment Burden 
People who can afford monthly 
mortgage payments, but don’t have 
the money for a 10 per cent down- 
payment can turn to CMHC’s First 
Home Loan Insurance Program 
(FHLI) for assistance. This program 
allows buyers to enter the market 
with only half the usual downpay- 
ment — five per cent of the value of 
the home. However, in the long run, 
the total financing cost will be higher 
because of the larger mortgage. 
First-time buyers with RRSPs can 
take advantage of a federal govern- 
ment provision allowing withdrawals 
of RRSP funds toward the purchase 
of a home. Program participants 
may put up to $20,000 of their RRSP 
holdings ($40,000 for a couple) as a 
source of funds for the down pay- 
ment or to reduce the mortgage and 
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subsequent monthly payments. How- 
ever, the amount has to be repaid 
over 1-5 years. 

The RRSP program can be used 
together with the FHLI program to 
combine the benefits of both. In fact, 
CMHC’s customer profile shows that 
25 per cent of buyers did just that in 
1993. Overall, 75 per cent of all FHLI 
customers said they would not have 
bought without one or both options. 


Innovative Tenure Arrangements 
and Partnerships 

There are other options to improve 
access to homeownership for modest 
income earners. Shared equity 
arrangements provide another route 
toward homeownership. The pur- 
chaser shares future home equity 
gains with the vendor or with a 
non-profit agency in exchange for a 
lower purchase price. A variety of 
such projects — some co-ops, others 
freehold or condominium ownership 
units — have been tested in Edmon- 
ton, Vancouver and Toronto with 
good results. 

One Toronto-area project by the 
Affordable Housing Action Associa- 
tion (AHAA) produced condominium 
townhouse units for moderate 
income buyers without government 
assistance. Buyers had the choice of 
paying market value or paying the 
building cost of the unit. With the 
latter option the purchaser agrees to 
share future equity appreciation with 
the vendor. Doing so reduced the 
cost of a typical unit by 5 to 10 per 
cent compared with the market price. 

Shared equity arrangements are 
not for everyone. They are attractive 
to those who are willing to exchange 
future equity gains to buy sooner 
then otherwise possible. 

Yet another option to ease mort- 
gage payments is to buy a unit with 
an accessory apartment, or build one 
and rent it out. A 1992 CMHC 
research study in St. John’s found 
that homeowners with accessory 
apartments offset an average of 
about half their mortgage payments 
through rental revenue. However, 
accessory apartments are illegal 
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COSTS AND INCOMES FOR DEMAND AFFORDABILITY INDICATOR 


AVERAGE MONTHLY ANNUAL ANNUAL MONTHLY | INCOME. 
STARTER MORTGAGE TAXES HEATING TOTAL REQUIRED 
CENSUS HOUSE COST $ COSTS CARRYING TO CARRY 
METROPOLITAN PRICE $ $ COSTS MORTGAGE 
AREA (CMA) $ $ $ 
JAN-JUN — JAN-JUN JAN-JUN — JAN-JUN JAN-JUN — JAN-JUN | JAN-JUN = JAN-JUN JAN-JUN ~ JAN-JUN JAN-JUN : ~JANUN 

1994 1993 1994 1993 i. 1994 1993t 1994 1993 1994 ¥ ges } 1994 : cael 
Victoria 186,364 174,990 | 1,264 4,274 1,549 1,484 657 650 | 1,448 1,451 | 54,284 54,426 
Vancouver 193.495 182.370 1307 1,026. 1,541 1,500 447 430 | 1,473 1,486 | 55,219 55,729 
Edmonton 106,487 103,890 725 758 2219 = 2,023 612 520 961 968 | 36,028 36,297 
Calgary 121,725 118,640 829 863 1,303 1,300 607 520 988 1,015} 37,039 38,065 
Saskatoon 82,139 73,800 559 537 1,570 1,542 646 630 744 718 | 27,891 26,929 
Regina 17,226 73,830 526 537 2,020 1,971 626 610 746 ipe% 27,9610 28,216 
Winnipeg 81,245 78,120 553 569 42,230 82,181 790 780 805 815 | 30,175 30,572 
Thunder Bay 113,156 109,860 770 800 | 1,331 1,300 907 890 957 982 | 35,877 36,826 
Sudbury 110,159 106,640 750 116.0 45/7) 1,534 836 820 950 972 | 35,640 36,458 
Windsor 107,374 101,010 731 This 1,991 1,956 610 580 948 946 | 35,535 35,494 
London 124,668 120,220 849 875 1,636 1,550 662 630 1,040 1,057 | 39,003 39,622 
Kitchener 131,057 127,860 892 931 alee 2,107 673 640 1,125 1,159 | 42,186 43,478 
St. Catharines-Niagara 110,510 108,770 192 192 «1852 ~= «(1,800 o/7 570 955 989 | 35,799 37,092 
Hamilton 139,359 133,230 949 970 2,157 = =2,100 651 620 1,183 1,196 | 44,346 44,859 
Toronto 168,350 768350 1146 1.225 2/49 26/0 628 620 1,427 1,499 | 53,523 56,226 
Oshawa 138,995 136,270 946 992. |. .2,3880 2,322 608 600 1,195 1,235 | 44,814 46,319 
Ottawa 139,903 137,160 952 998 2,935 2,795 689 680 1,254 1,288 | 47,034 48,292 
Hull 98,116 94,890 668 691 1,941 1,900 12/3 1,250 936 953 | 35,088 35,742 
Montreal 102,890 102,890 700 748° «1937 ~=1,900 1,242 1,220 965 . 1,009. 36,197 © 37,628 
Trois-Riviéres 71,995 71,780 490 S22; 1409 1,898 1323 1,300 718 747 | 26,914 28,022 
Sherbrooke 78,423 78,010 534 568 =«s« 1678 = «4.870 = 1,353. ~—s*1,380 778 809 | 29,180 30,350 
Quebec 86,378 82,500 588 600 2,144 2,111 1,353 1,330 879 887 | 32,976 33,267 
Chicoutimi-Jonquiére | 70,238 69,200 478 504 Le 1000 1,404 1,380 722 745 | 27,088 27,932 
Saint John 79,057 78,120 538 569 1,133 1,089 1,165 1,150 728 755 | 27,298 28,315 
Halifax 105,054 104,220 115 136 | 1,067 1,020 +. 1,000= 1,000 912 952 | 34,212 35,702 
St. John’s 91,820 91,820 625 6684. 1.095. 4,088. 1,189. 1,190 815 858 | 30,574 32,178 
Charlottetown 75,310. 75,370 513 549 | 1,358 Ten 1,033: 71,020 712 739 | 26,710 27,729 


Sources: CMHC and Natural Resources Canada. 
Note that the taxes do not include any rebates. 

t Revised due to improved data. 

* Revised figures in some areas since last publication. 
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New Homes Within Reach... 
continued from page 3 

first half of 1994 went for prices first- 
time buyers could afford. 

The least affordable places for new 
housing in the country were 
Hamilton, Regina, Victoria and 
Vancouver. In Hamilton, 22 per cent 
of new housing was sold at afford- 
able prices and in Regina the figure 
was 34.2 per cent. Most of the new 
homes sold in these markets in the 
first half of the year were singles 
targeted to move-up buyers. 

In Vancouver and Victoria, land 
constraints and strong demand have 
kept prices for singles and semis 
high. In both centres, apartments 
and townhomes are the popular 
choices for new starter homes. How- 
ever, in Toronto and Montreal, more 
than one half of the new houses 
approved under FHLI were singles. @ 


Resale Markets Offer Wide... 
continued from page 3 

widen greatly in Hamilton and Hull 
as many more affordable houses 
were put up for resale. In Calgary, 
the share of affordable resales 
climbed nearly 15 percentage points 
since last June. 

The share of affordable existing 
homes on the market fell in only six 
centres over the last year; Sudbury, 
Ottawa, Windsor, Halifax, St. John’s 
and London. In Sudbury and Ottawa 
there was a significant drop in both 
overall and affordable resale listings 
in the last year. Total listings also fell 
in Windsor and St. John’s but the 
share of potential starter homes 
slipped by just 3.5 and 0.5 per cent. 
In Halifax and London, choice actu- 
ally improved for first-time buyers, it 
is only because total listings have 
risen faster than affordable listings 
that the supply indicator has fallen. m 


DEFINITIONS | 


DEMAND AFFORDABILITY 
INDICATOR 


Per Cent of Renters Who Can Afford: 

This represents the percentage of renter 
households in the prime home buying age group 
of 20 to 44 years, who have an income equal to 
or greater than the income required to purchase 
an average starter home. All family and 
non-family households in the 20 to 44 age group 
are included in the analysis. Renter households 
who qualify for NHA social housing programs 
are also included. 

Average Starter House Price: 

The average starter house price is defined as the 
average price for an NHA insured existing home 
and includes the following house types: single; 
semi-detached; rowhouse; mobile home; and 
apartment condominium. NHA insured homes are 
typically bought by young first-time buyers with 
less than 25 per cent downpayment. The price is 
the average for each six month period. This price 
excludes those homes insured under the five per 
cent downpayment program. 


Monthly Mortgage Cost: 

The monthly principal and interest payment 
associated with the average starter home price, 
assuming a 10 per cent.downpayment. The 
required mortgage insurance premium has been 
added to the mortgage balance. 

Property Taxes: 

Average property taxes for a dwelling owned 
and occupied by its owner. Data are CMHC 
estimates, 

Heating Costs: 

Average heating costs representative of a starter 
home. Data are from Natural Resources Canada 
and include the Goods and Services Tax. 

Total Monthly Carrying Costs: 

Total of monthly payments required for 
principal, interest, average property taxes, and 
heating costs. 

Income Required to Carry Total Costs: 

The income required to service the mortgage 
payments, property taxes and heating costs, 
assuming a 32 per cent gross debt service ratio. 


CMHC 


Mortgage: 

A three-year term closed mortgage was assumed 
with a 25 year amortization period. An average 
mortgage rate of 8.4 per cent was used for the 
first half of 1993 and a rate of 7.6 per cent was 
used for the first half of 1994. 


SUPPLY INDICATORS 


Renter Household Types: 

Renter households aged 20-44 who have the 
potential to become home owners in the near 
future are included in the supply analysis. They 
are classified as either a non-family household, 
which includes households of one or more 
unattached persons or family households which 
include at least one economic family. An 
economic family is defined as a group of related 
individuals sharing a common dwelling unit. 
Total households refers to all households, family 
and non-family. Low income renters eligible for 
NHA social housing programs have not been 
included in the supply indicators. 


Maximum Affordable House: 

Maximum price a household could afford based 
on its income and assuming a 32 per cent gross 
debt service ratio to service the mortgage 
payment, property taxes and heating costs. A 
three year mortgage rate of 8.0 per cent is used 
and a 10 per cent down payment is assumed. 
Resale Supply Available: 

The per cent of MLS active listings at or below 
the maximum affordable house price. 

Most Prevalent Resale House Types: 

The house types most often listed in the supply 
of active MLS listings. The house types are not 
exclusive of other house types that could also be 
included in the supply available. 

Affordable New Construction: 

The per cent of new single, semi, apartment or 
row dwellings sold at or below the maximum 
affordable house price. 
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Improving Access to Homeownership 
continued from page 6 

municipalities, and in markets with 
high vacancy rates the accessory unit 
may be hard to rent. What’s more, be- 
coming a landlord means some loss 
of privacy and added responsibilities. 
Not everyone has the knowledge 

and or the time required. 

As it was pointed out in this article, 
modest income households have 
many options to help them over- 
come higher interest rates. By under- 
standing and nurturing these options, 
the Canadian housing industry 
can adapt to changing mortgage 
market conditions. 

CMHC’s Public Private Partnership 
Centre helps firms and non-profit 
groups develop innovative, afford- 
able housing projects, including 
shared equity, co-operative and life 
tenancy projects. The Centre facili- 
tates information sharing, arranges in- 
sured mortgages, and brings various 
sectors together to launch initiatives.m 


For more information on CMHC’s 
Partnership Centre or to receive its 
newsletter, call (613) 748-2399 or fax 
(613) 748-2400. 


Canadian Housing Markets is a quarterly 
publication featuring CMHC’s affordability 
indicators and housing forecasts semi-annually. 
Comments and requests for additional 
information may be referred to Greg Goy, 
Manager, Local Market Analysis, Market 
Analysis Centre, 

Canada Mortgage and Housing Corporation, 
Ottawa. Tel.: (613) 748-2582. 


Enquiries regarding subscriptions should be 
directed to: Canada Communication Group — 


’ Publishing, Ottawa, Canada K1A 0S9. 


Tel.: (819) 956-4802; 
Fax: (819) 994-1498. 


Annual subscription (4 issues) $44 + GST 
Catalogue No. NH12-7E 

Single issue $11 + GST 

Catalogue No. NH12-7-1994-3E. 


Cette publication est aussi disponible en 
francais sous le titre 

Marchés de I’habitation canadiens 
Numéro de catalogue NH12-7-1994-3F. 


© Canada Mortgage and Housing 
Corporation 1994 

ISSN 1188-4487 

Printed in Canada 


CMHC offers a wide range of housing- related 
information. For details, contact your local 
CMHC office. 


CMHC subscribes to Canada’s Green Plan. 
Quantities of our publication are limited to 
market demand; updates are produced 
only when required; and recycled or 
recyclable stock and non-toxic inks are 
used wherever possible. 
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Outlook Bright for 


Ontario Centres in 1995 — ” 


FORECAST HIGHLIGHTS 


ES Housing markets will be 
strong in many southern 
Ontario markets 


Toronto’s recovery will 
lag others 


The Montreal market will 
remain oversupplied 


Resales will pick up in 
Vancouver 


Employment will grow in 
all 27 centres. Southern 
Ontario centres (other 
than Toronto) to see 
gains of more than 2 per 
cent 


& For all centres combined, 
starts and resale levels 
will be about the same in 
1995 as for 1994 


aor urban centres in southern 

Ontario will lead Canada’s 

housing recovery in 1995, 
outperforming most other large centres 
throughout the country, according to 
CMHC's local forecasts. The greatest 
upturn in housing markets will occur in 
Windsor, London, Kitchener 
and Hamilton. 

As for housing starts Windsor and 
London will see activity surge by 23 
and 28 per cent respectively, while 
Kitchener will enjoy a 16 per cent jump 
in starts. Kitchener will also be one of 


Canada’s top five centres for resale 
increases in 1995, as will Hamilton. 

The housing starts forecast shows 
that two other markets — Thunder Bay 
and Regina — will post strong growth 
next year, with gains of more than 
30 per cent. In fact, both of these mar- 
kets will rebound in 1995, after a starts 
decline in 1994. 

Despite these gains, the new-home 
market for all major urban centres com- 
bined! is expected to slip in 1995 by 0.6 
per cent compared to 1994. The 
decline will be due to fewer starts in 11 
of 27 centres. In Vancouver and 
Victoria, starts will fall 5 per cent in 
1995, after 199-4 declines of close to 
15 per cent in Vancouver and 
7 per cent in Victoria. 

The projected 0.6 per cent decline in 
starts across major markets differs from 
the overall national forecast, which cov- 
ers both urban and rural areas and calls 
for an increase of 1 per cent. The 
growth will be driven mainly by an 
upturn in smaller urban and rural cen- 
wes. (See CMHC’s National Housing 
Outook for more information on the 
national forecast.) 

As for resales, activity will increase in 
18 of the 27 major markets in Canada 
during 1995. Ontario will post some of 
the largest gains, with St. Catharines, 
Hamilton, Kitchener and Sudbury lead- 
ing the way. Calgary will also see sig- 
nificant growth with the second biggest 


increase in Canada next year. 


¢ * 

Resales will drop’ <e x Sor 
the 27 major centres. T 
markets will be well distributed across 
the country and include Toronto, 
Trois-Rivieres, Chicoutimi, Saskatoon 
and Sherbrooke. 

The overall outlook for urban 
resale markets in 1995 shows very mod- 
erate growth of 0.1 per cent on aver- 
age. Some interesting gains will be seen 
on both the west and east coasts. In 
Vancouver and Victoria, resale activity 
will grow by 4 and 3 per cent respec- 
tively, while centres in Atlantic Canada 
will see sales jumps averaging 
3 percent 

Average prices will rise for new sin- 
gle family homes in 19 of the 27 major 
markets and for resale homes in 23 
major markets. Increases in many cen- 
tres will be the result of move-up buy- 
ers slowly returning into the market. 

Many of the gains in both new-home 
and resale markets in the coming year 


will reflect stronger continited on page 4 


Highlights of 1995 Forecast 


Percentage Change in Annual Starts: 
1994-1995 


Top Five % | Bottom Five % 


Thunder Bay 42 | Edmonton -14 


Regina 31 | Sherbrooke -9 
London 28 | Chicoutimi -7 
Windsor 23 | Oshawa -6 
Kitchener 16 | Vancouver -5 
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Economic and Housing Market Indicators 


CENSUS 
METROPOLITAN 
AREAS (CMA) 


Victoria 1993 129,400 2,633 269,900 7,344 246,700 2.1 1.8 


Vancouver 


Edmonton 


Calgary 


Saskatoon 


Regina 


Winnipeg 
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1994"" 
199555 
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1994** | 
1995** 


1993 
1994** 
125 0me 
1993 
1994*% 
1995>" 
1993 
1994** 
(995° 
1993 


19945 


eee 
1993 

1994** 
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1993 
1994** 


1995** 


1993 


1994** | 
1995** 


1993 
1994** 


1995"* 


1993 
1994** 


1905%- 


1993 
1994** 
ieee 
1993 
1994** 


1995** | 


1993 


1994"* 


1995" 
1993 

1994** 
1996"* 


| 
| 


TOTAL 
EMPLOYMENT 


134,600 
138,000 
816,200] 
839,000 
| 859,000 
| 366,0009 
373,000 
378,000 
361,500 
367,000 
372,000 
84,500 
86,000 
87,700 
88,600 
87,000 
88,000 
299,5009 
304,000 
309,000 


57,700 
56,800 
57,100 
68,900 
69,000 
70,000 

116,600 

| 121,300 

125,500 

174,200 

176,700 

180,700 

195,300 

201,500 

| 206,500 

| 138,700 

145,200 

148,300 

290,000 

307,000 

315,000 

| 1,772,000 

_-1,753,000 

| 1,770,000 


“4.1 
1.0 


SINGLE SINGLE 
NEW NUMBER MLS 
TOTAL yt/yr HOUSE yt/yr OF MLS* | yr/yr | AVERAGE | 
HOUSING % PRICE % SALES % PRICE | 
STARTS | CHG $ CHG (RES.) | CHG $ 
2,455 | -6.8/ 292,000 | 82 | 7,200 | -2.0 | 256,000 
2,320 | -5.5| 288,000 | -1.4 | 7,400 | 28 | 263,700 
21,307 | 444,340 | 31,150 349,601 
18,200 -14.6) 495,000 | 114 | 30,300 | -27 380,000 
17,200 | -5.5| 525,000 | 61 | 31,600 | 4.3 | 390,000 
| 6,720 170,653 11,489 122,701 
4,900 | -27.1) 164,000 | -39 | 9,600 |-16.4 | 122,000 
4,200 |-14.3} 162,000 | -1.2 | 9,200 | -4.2 | 119,000 
6,629 176,3659 _ 17,001 131,936 
6,700 | 1.1 175,000} -08 , 16,200 | -4.7 | 133,500 
6800 | 15) 178000 | 17 | 17,500 | 80 136,000 
593 137,606 2,750 78,993+ 
625 | 5.4] 142,000 | 3.2 | 2800 | 1.8] 81,500t 
625 | 0.0} 146,500} 3.2 | 2,650 | -5.4 | 84,000f 
563 147,262 2,690 72,781t 
— 440:|-21.8 | 147,000 | -0.2 2900 | 7.8 74,500t 
| 575 | 30.7] 148,000 | 0.7 | 3,000 | 34 | 76,000t 
| 1,540 137,810 9,604 83,060 
1,800 | 16.9} 139,880} 1.5 | 10,150 | 5.7 | 85,550 
1,925 | 69} 142,680} 20 | 10,000 | -1.5 | 988,330 
5371 176,747 1,455 | 114,964 
464 |-13.6 | 170,682 | -3.4 | 1,484 | 20 | 117,839 
658 | 41.8| 170,682 | 0.0 | 1,543 | 4.0 | 121,374 
715 161,0499 1,877 113,8699 
800 | 11.9| 161,500 | 0.3 | 1,900 | 1.2 | 113,500 
875 | 9.4] 162,000) 0.3 | 2,000 | 5.3 | 114,000 
1,222 190,608 4,545 | 109,214 
1,725 | 41.2} 187,000 | -1.9 | 5,225 | 15.0 | 117,000 
| 2,125 | 232] 192,000 | 27 | 5300 | 1.4 | 121,000 
| 2,522 226,382 5,802 133,835 
2,075 |-17.7 | 199,500 | -11.9 | 5900 | 1.7 | 135,500 
| 2650 | 277/ 209.000! 48 | 6,000 | 1.7 | 138,900 
1,705 — 179,110 | 3,583 138,741 
1,700 -0.3| 177,000 | -1.2 3,750 | 4.7 142,000 
1,970 | 15.9 184,000 40 4000 67, 146,000 | 
| 1,015 177,6624 2,308 | 124,665 
1,610 | 586 | 169,750 | -4.5 | 2,620 | 13.5 | 126,850 
1,575 | -22) 165,000 | -28 | 2850 | 88 | 128,120 
2,989 | 221,015 7,747 143,432 
3,100 37 198,000  -104 8400 , 84 147,000 
3,200 32/ 207,000 45 | 9000 | 71 153,000. 
15,637 | | 307,244 | | 38,990 | 206,490 
| 17600 | 12.6 | 295,000 | -4.0 | 44,000 | 128 | 208,000t 
17,100 | -28| 290,000} -1.7 | 40,000 | -91 " 206,000¢ | -1.0 
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VACANCY RATES 
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Economic and Housing Market Indicators (cont'd) 


| | SINGLE SINGLE | 3 UNIT + APT. 

| | NEW NUMBER | MLS STRUCTURES 
CENSUS | | yt/yr TOTAL | yr/yr HOUSE yr/yr | OFMLS — yr/yr | AVERAGE | yr/yr | VACANCY RATES 
METROPOLITAN | TOTAL | % | HOUSING % PRICE | % | SALES | % PRICE % APR. | OCT. 
AREAS (CMA) EMPLOYMENT; CHG | STARTS — CHG $ CHG | (RES.) | CHG $ CHG % | % 


Oshawa 1993 118,000 1,409 190,839 4,655 | 136,377 | 58 | 46 
1994 118,000 | 0.0 | 1,725 | 224] 176,000) -78 | 4,800 | 31 | 140,000 | 27) 41 | 34 
1995** | 121,000 ; 25 | 1,625 | -58| 176,000] 0.0 | 4,800 | 0.0| 143,000 | 21] 36 | 32 
Ottawa 1993 335,500 | 4,421 205,065) wees || | 145,866t4 VERA 
1994** | 345,300 | 29 | 4,340 | -18} 205,200; 0.1 B,050 } -24 wid A7 500th 11 ee 22-5 eG 
1995** | 353,800 | 2.5 | 4,350 | 0.2] 206,700; 07 | 8100 | 06| 149,200t/ 12, 29 | 23 
Hull 1993 139,000 2,367 136,2769 1,711 105,089 36 | 45 
1994** | 141,000 | 14 | 2400 | 141] 134,000! -1.7 | 1,700 | -06| 108000 | 28] 47 | 66 
1995** | 143,000 | 14 | 2300 | -42| 136700} 20 1 1,650 | -29| 110,000 | 1.9] 55 | 55 
Montreal 1993 1,375,000 | A3:729 sel 134,525 | | 17,242 | 117,009 ae er 
1994** 1,405,000 | 2.2 | 13,100 | -46] 134,000. -04 | 17,900 | 38) 117,000 | 0.0/ 64 | 68 
1995** | 1,425,000 | 1.4 | 13,000  -08, 136,000) 1.5 | 18325 | 24, 118000 | 09, 56 | 60 


Trois-Riviéres 1993 51,900 783 81,0009 709 | 71,5008 7.0 | 65 
1994** | 53,800 | 3.7 Bt foie OH hSAOV2etrwe 12 745° | Sarin 2.3608 1:21 6.8) Hed 
1995** | 54.800 | 1.9 914 | 113] 83,775] 22 695 |:-6.7| 73,5908) 1.7] 74 | 69 
Sherbrooke 1993 56,000 | yarzBing! | 101,560 | ity 813- | 86,0101 a inpera: 
1994** | 57,000 | 1.8 900 | 15.7] 100,000} -15 | 895 | 101} 87,000 | 12! 62 | 80 
1995"* | 58,800) |. 2.3 820 | -89| 103,000; 30) 850 | 50] 88500 | 17| 66 | 73 
Québec 1993 | 286,3009 4,699 | 96,8001 3,805 81,5004 53 | 6.0 


10045; 292,300 2.1 4,800 el 96,800 0.0 4,000 5.1 82,000; O06) 57 6.9 
1995** 297,300 sere 4,850 1.0 | 97,800 1.0 4,100 210 ek, 200L 1) S012 63 6.3 


Chicoutimi- 1993 | 53,170 668 79,700  1,437§ 78,100 | bd 68 
Jonquiére 1994** 50,500 | -5.0 600 |-10.2] 78,900} -1.0 | 1,230§ |-14.4) 76500 -20, 53 | 63 
1995"* | 51,000 | 1.0 560  -67| 78,900! 00 | 1,150§ | 65] 76500 | 00; 52 | 54 
Saint John 1993 56,0009 471 115,282 1,089 87,329 78 | 63 
1994"* | 55,000 | -1.8 500 | 62/ 113,000) -20 | 1,000 | -82| 87,500 | 02| 87 | 80 
1995** | 57,000 | 3.6 525 | 5.0| 115500} 22 | 1,050 | 5.0] 90,000 | 29] 94 | 85 
Halifax 1993 | 151,000 20 igt 121,500 | 4,637 ee2 500 wr | 7.1 | 63 


1994** | 153,000 | 1.3 | 2500 ; 175] 124500; 25 | 4500 | -30) 105,500 , 29) 72 | 72 
1995** | 154,000 0.7 2,600 | 4.0 127,000 20 | 22 | 107,000 | 14] 77 | 84 
St. John’s 1993 70,500 1,137 124,000 1,741 | 92,319 79 | 88 
1994** | 73,500 | 4.3 | 1,200 124600 | 05 | 1,825 | 4.8} 92,500 | 0.2] 106 | 7.1 


3.0 
1999%" 74,500 1.4 1,200 0.0 | 125,900 | 93,500 ; 1.1 8.0 6.0 
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“Charlottetown 1993 25,3009 34 _ 125,600 240 94,500 72 | 48 
| 1994** | 25,750 | 1.8 | 310 } -9.1} 415,000} -84-| 215. |-104) 95,000 | 05) 74 | 62 
. 1995** 26000 , 10 | 300 | -32, 115,000 0.0 995 | 47 | 94000 | -11) 7.9 | 67 
ALL 1993 | 7,676,770 | 18 | 99257 | -76| — | — | 194637 | hy el iar ae | = 
METRO ERECT! GEES DIS a TESS at ICE cel ec er eat 20°: Cl Ole = 
AREAS 1995** | 7,920,500 | 4.7 | 96842 | -06| — | — | 199,438 I cei = as 


| | | | 


| 


* Multiple Listing Service (MLS) is a registered t Average MLS price. § Sales data is from TEELA. 
certification mark owned by The Canadian Real 
Estate Association. 


" 1994-1995 values are CMHC forecasts except 
for the 1994 April and October vacancy rates 


which are actuals. 


| SOURCES: CMHC, Statistics Canada and local real estate boards. 
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41 Revised figure. 
& Benchmark house price. 


t Average price for single-detached, 
semi-detached, row and apartment condo. 


continued from page 1 Consumer confi- 
dence in the wake of job growth. On 
the other hand, recent interest rate 
hikes will partly offset the positive 
effects of more jobs. 

Average employment growth in 
urban centres will be 1.7 per cent in 
1995, up from an estimated 1.5 per cent 
in 1994. As a result, almost 7.92 million 
Canadians in major centres will have 
jobs in 1995, which is close to the pre- 
recession peak of 7.93 million jobs. The 
biggest percentage increases are fore- 
cast for Saint John, Windsor, Hamilton, 


Oshawa and Kitchener. 


Strong new-home market 
forecast for some centres 


Although total housing starts in major 
centres will edge down 0.6 per cent 
in 1995, many centres will see 
healthy activity over the year. Some 
cenues will make strong gains, with 
Regina and four southern Ontario 
centres at the top of the fist. Thunder 
Bay and Windsor will both recover to 
their pre-recession starts levels. Only 
11 out of the 27 major markets will 
have fewer starts in 1995, 

Thunder Bay, London, Windsor anc 
Kitchener will lead major centres in 
Ontario and in the rest of Canada in 
housing starts growth. Most of the mar- 
kets with big starts gains are rebounding 
after significant declines over the last 
year or two. 

Windsor will have a second year of 
growth, after an almost -t1 per cent 
surge in stats in 1994, Windsor’s hous- 
ing boom has been mainly due to 
healthy employment growth, reflecting 
an expansion in the automobile sector. 
The 1995 forecast for Windsor encom- 
passes a rise in assisted-rental and con- 
dominium starts as well as another 
strong year for the single-family sector. 

Thunder Bay's expected growth will 
be largely due to the development in 
1995 of many projects put on hold in 
1994. Builders here delayed a number 
of apartment and condominium 


PAGE FOUR 


projects this year because markets were 
less active than expected. 

For Regina, the increase in starts will 
be slightly more than 31 per cent, or 
575 units. This represents a rebound 
after the 22-per-cent decline of 1994. 
The increase will be largely due to 
move-up buyers, who will take aclvan- 
tage of a strong resale market to sell 
their existing homes and purchase a 
new one. 

In London and Kitchener, starts will rise 
because of stronger consumer confidence 
in the wake of brighter job prospects. For 
Kitchener, 1995 will be the second year 
of employment growth. Manufacturers in 
1994 benefited from strong export mar- 
kets, particularly the transportation equip- 
ment sector boosted by the strong 
automotive parts export market. 

Three centres west of Regina — 
Vancouver, Victoria and Edmonton — 
will have fewer starts in the year ahead. 
Edmonton will sce starts drop 14 per cent 
in 1995, following a decline of 27 per 
cent in 1994. No recovery is yet in sight 
for this centre. 

Chicoutimi will have a second consecu- 
tive year of lower starts, with a decrease 
of 7 per cent. The decline in new con- 
suction will be partly due to poor 
employment growth as well as to the 


popular provincial renovation program, | 
which is an incentive for people to buy 
or stay in existing homes. 

In Sherbrooke, lower interest rates 
and increased affordability at the begin- 
ning of 1994 enabled many consumers 
to buy earlier than anticipated. These 
advance purchases will mean a slower 
new-home market in 1995, with a 9 per 
cent reduction in starts. 

In Oshawa, starts will decrease by 
almost 6 per cent in 1995 after a very 
active market in 1994. This year's strong 
activity was due to affordability gains in 
the early months, but higher interest 
rates have altered the picture and the 
Oshawa market has now entered a 
cooling off period. Employment growth 
Which was expected this year has been 
delayed to the second half of 1995 — 
and will not be enough to boost 
construction. 

Other centres to see starts declines 
include Toronto, Charlottetown 
and Hull. 

Although Toronto’s new-home mar- 
ket grew by about 13 per cent in 1994, 
a drop of almost 3 per cent is forecast 
for 1995. The drop will result from a 
sharp downturn in affordability due to 
interest rate increases in 1994 and a 


slow job recovery. @ 


Vancouver Prices to Lead the Nation 
Average New House Prices for Selected Centres — Forecast 1995 


New House Price Forecast 
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Most Resale Markets to Increase 


xisting home sales will 
increase in 18 of 27 major 
Canadian markets in 1995, 
although the sales for all centres 
combined will only be 0.1 per cent 
higher than in 1994. 
Of the 8 markets with resale declines, 


Toronto will see the biggest recluction 


a drop of 9 per cent. This follows a 
13 per cent increase in 1994. 

The fastest growing resale markets in 
1995 will be St. Catharines, Calgary, 
Hamilton, Kitchener and Sudbury. The 
growth in Calgary will constitute a turn- 
around after a decline in 1994 of almost 
5 per cent. 

All the other top gainers in the 
resale market will be in their second or 
third year of growth in 1995. This indi- 
cates that the recovery in resales is 
stronger than in the new home market, 
Where most leading centres are on the 
rebound after weak starts in 1994, 

St. Catharines will see the greatest 
resale increase, a 9 per cent rise in 
1995, following a 14 per cent jump in 
1994. In Hamilton, resales will climb 
7 per cent in 1995, after an 8 per cent 
rise in 1994. These successive increases 
ue supported mainly by better 
job prospects. 

Calgary's resale market will 
increase by 8 per cent in 1995, the sec- 
ond largest increase among Canada’s 
major urban centres. Calgary's strength 
will reflect a rise in net migration to 
Alberta due to continued economic 
growth in this province and slower job 


creation in B.C. 


Highlights of 1995 Forecast 


Percentage Change in Annual Resales: 


Top Five % | Bottom Five % 


Toronto 
Trois-Rivieres -7 
Chicoutimi -7 
Saskatoon -5 
Sherbrooke 


St. Catharines 9 
Calgary 8 
Hamilton 7 
Kitchener vs 
Sudbury 5 


The Vancouver resale market will 
increase by more than 4 per cent after 
declining nearly 3 per cent in 1994. This 
year's sales decline has not affected 
prices which rose by 9 per cent in 1994, 
despite the lower sales and the slippage 
in jobs that occurred in 1993. 

After two straight years of decline, 
the Saint John resale market will 
rebound by 5 per cent in 1995, thanks 
to the centre’s economic recovery 
regaining momentum before the year's 
end. This will be due to higher retail 
trade and strong exports, which will 
lead to steady gains in employment. 

After Toronto, the biggest market 
declines will be in the mid-sized centres 
of Trois-Rivieres (-6.7), Chicoutimi 
(-6.5), Saskatoon (-5.4) and 
Sherbrooke (-5.0). 

Despite lower resales (-5.4) expected 
in Saskatoon for 1995, prices here will 
rise 3 per cent. Although sales have 
been low, listings have been kept in 
check. driving prices upwards. 

Resales in Sherbrooke will fall 5 per 
cent in 1995, after increasing by more 
than 10 per cent in each of the past two 
years. Other Quebec centres — 


notably, Trois-Rivieres and Chicoutimi 


— will also see resale declines 
next year. 

In Trois-Rivieres, a drop of 7 per cent 
in resales will be due to a stronger new 
housing market. In Chicoutimi, the 
resale market will still be sluggish in 
1995 after a drop of almost 15 per cent 
in 1994. 

Edmonton's resales will decline for 
the second year in a row in 1995 to 
post a drop of slightly more than 4 per 
cent. This follows an estimated reduc- 
tion of nearly 16 per cent in 1994. The 
decline has occurred because much of 
Edmonton's housing demand was satis- 
fied over the past three years when 
interest rates were lower and govern- 
ment incentive programs were 
launched. What's more, Edmonton’s 
economy is performing below the pro- 
vincial level. 

Vancouver will remain the most 
expensive market in 1995, with an aver- 
age resale price of $390,000. CMFIC's 
forecast shows that, for the first time in 
four years, prices will increase more in 
some southern Ontario markets than in 
Vancouver (2.6 per cent). Hamilton 
resale prices will increase by 4.1 per 
cent, Windsor 3.4 per cent and 


Kitchener 2.8 per cent. & 


Vancouver will remain the most expensive market 
Average MLS Prices for Selected Centres — Forecast 1995 
Existing House Price Forecast and per cent change in ( ) 
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SOURCES: CMHC and local real estate boards. 
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Prices rose faster than inflation in a majority 


of markets 


mm | ome prices rose faster than 
inflation in 23 of the 27 major 
Canadian markets in the last 

23 years, the period of recent Canadian 
history when the cost of living 
appreciated most rapidly. This is based 
on an analysis of the average price paid 
for homes purchased through local MLS 
boards since 1971. 

The price paid for homes rose in all 
centres between 1971 and 1994, rising 
by 11 per cent annually in Vancouver at 


the upper end and by 5 per cent annu- 
ally in Quebec City at the lower end. 
When expressed in real terms (nominal 
prices less inflation), prices rose by 


about 5 per cent annually in Vancouver 


and dropped by 1 per cent annually in 
Quebec City. This broad range of real 
price changes over the long term 
reflects the variety and growing diver- 
sity of housing markets across Canada. 
The pace of change has varied con- 
siderably from one market to another 


Long Term Changes in Average Resale Home Prices 


Average 
Average Prices 
Prices 1994 
1971 (Jan.-Sep.) 
$ $ 
Vancouver 26,471 302,435 
Victoria* 23,620 219,890 
Thunder Bay 16,944 116,898 
London** 20,347 136,786 
Toronto 31,882 208,852 
St.Catharines- 

Niagara** 19,456 118,566 
Calgary 23,641 134,302 
Oshawa** 23,508 140,554 
Hamilton* * 24,758 147,068 
Charlottetown’ 17,652 80,032 
Windsor** 21,913 117,243 
Saskatoon 16,461 81,794 
Ottawa 29,619 146,925 
Montreal 23,693 114,093 
Hull 20,567 98,189 
Edmonton 24,500 113,150 
Winnipeg 18,452 85,378 
Regina 16,572 74,097 
Kitchener 30,813 141,587 
Halifax 23,904 103,579 
Sudbury** 26,454 114,602 
Saint John 19,017 79,331 
Chicoutimi*** 41,791 73,075 
Trois-Riviéres 17,471 70,840 
Sherbrooke** 22,676 82,315 
St. John's® 35,585 92,447 
Québec 27,854 88,734 


SS SS SSD 


" 1972-1994 (P.E.|. average ° 1975-1994 


price) 
? 1981-1994 


* Nominal price less inflation 
° 1994 CPI estimate 


Per cent Annual Per 
change cent change 
Nominal — Real*® Nominal — Real*> 
% % % % 
1043 175 Wile 45 
831 124 10.2 3.6 
590 71 8.8 2.4 
572 62 8.6 2.1 
556 Bi 8.5 2.0 
509 47 8.2 Wei 
468 45 7.9 1.6 
498 44 8.1 1.6 
494 43 8.1 1.6 
353 31 fest 1.2 
435 29 7.6 11 
397 26 Use 1.0 
396 23 1e2 0.9 
382 18 7.1 0.7 
377 18 7.0 0.7 
362 16 6.9 0.7 
363 13 6.9 0.6 
347 11 6.7 0.5 
360 11 6.9 0.4 
333 10 6.6 0.4 
333 4 6.6 0.2 
317 4 6.4 0.2 
75 1 6.4 0.2 
306 -| 6.3 -0.04 
263 “11 5.8 =0:5 
160 -10 Bre -0.6 
219 -21 5.2 -1.0 


* Vancouver CMA CPI 
™* Provincial CPI 


Source: Multiple Listing Service Annual Report, Canadian Real Estate Association, various years. 


Note: 1971 prices include all MLS transactions. 


CMHC: CANADIAN HOUSING MARKETS 


since the mid-1970s. As a result, the 
price gap between markets at the high 
end of the scale and those at the low 
end has grown greater with every year. 

At the beginning of the period, in 
1971, the highest average price was 
about twice that of the lowest. Today, 
in 1994, the most expensive market has 
an average price of $302,435, which is 
almost five times greater than that of 
the lowest at $70,840. 

These rates of real and nominal price 
appreciation are market-wide averages 
and are only rough indications of the 
experiences of people owning homes 
in this period. For any centre, location 
and style are always a critical considera- 
tion which determines whether a 
home’s value rises faster or slower than 
the market average. | 

A large number of markets, especially | 
rapidly growing markets fluctuated sig- | 
nificantly during this time period. In 
these markets, real estate prices are 
cyclical and present a great deal of 
downside risk to all buyers who pur- 
chase at the top of the price cycle. 
"Timing, timing, timing", has emerged 
in importance to complement if not 
replace "location, location, location" as 
the main consideration for purchasing a 
home in rapidly growing markets. 

In Toronto, real prices increased con- 
siderably in only one period. This was 
from 1986 to 1989. This was when 
prices were driven up by a booming 
economy, heavy migration and a strong 
demand for new homes outpac- 
ing supply. 

In Vancouver and Victoria, real prices 
rallied in two different periods. The first 
period was from 1979 to 1982 and the 
second, starting in 1986, continues 
today. The last rally in Vancouver was 
not as pronounced as in Toronto and 
maybe this is one reason why prices 
there have continued to rise. Although, 
a more moderate increase than the one 
experienced in Toronto in 1986-1989 is 
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now being observed in Vancouver, real 
prices are close to the level attained in 
Toronto at the peak. 

Differences in home price trends 
over the past two decades are attribut- 
able to demand and supply factors. 
Pressure on prices by incoming popula- 
tion and local constraints on land 
availability are among the most impor- 
tant factors that have influence prices in 
Toronto and Vancouver. 

These factors also have played an 
important role in other markets that 
experienced high growth over the 
same period. Markets like Victoria, 


Calgary, Hamilton, Oshawa and 

St. Catharines experienced population 
growth, and all appear to have been 
influenced by demand pressures and at 


One point supply constraints. # 


Due to space limitations, this article 
reports only some of the data 
available for Long Term Changes In 
Average Resale Home Prices. A more 
complete series of data covering the 
1971 to 1994 period is available as a 
spreadsheet. It includes data relating 
to annual nominal average prices, real 
prices for each year in each centre, 
and the Consumer Price Index (CPI) 


Average Resale House Prices in Constant Dollars 


Markets with above average long term price increases 
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Source: CMHC calculations based on MLS and Statistics Canada data. 


Average prices expressed in constant 1986 prices. 
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data used to calculate the real prices. 
Use this spreadsheet to manipulate 
the data according to your own 
research objectives and to integrate 
the results into your data files. This 
spreadsheet file, in LOTUS 123 format 
(version 2.0), can be ordered for only 
$19.95 by calling (613) 748-2344 and 
using your VISA or MasterCard. 


ECONOMIC & HOUSING 
MARKET INDICATORS 
(pages 2 & 3) 


Total Employment: 


Total employment is the number of 
people employed in the CMA across all 
industries in a particular year. 


Total Housing Starts: 


Total housing starts is defined as the 
total number of starts for all housing 
types for the year. 


Single New House Price: 


The single new house price is defined 
as the weighted average price of all 
units sold during the year. 


Number of MLS Sales 
(residential): 


The number of residential MLS sales is 
defined as the total number of sales for 
all types of residential dwellings sold 
through the MLS service for the year. 
The number of MLS sales is supplied by 
local real estate boards. 


Single MLS Average Price: 

The single MLS average price is the 
weighted average price of single family 
homes sold through the MLS service for 
the year. MLS price data is supplied by 
local real estate boards. 


Three-Unit Structures Vacancy 
Rate: 


The three-unit structure vacancy rate 1s 
the overall private market vacancy rate 


reported in the Rental Market Survey for 


both April and October. This would 


include both rowhouses and apartments. 
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Modest job growth forecast for all centres 


mployment will rise in all 27 of 

Canada’s major urban centres in 

1995, up from the 21 centres 
forecast to see growth in 1994. The year 
ahead will be the third in a row to bring 
job increases, after rises of 1.8 and 1.5 per 
cent in 1993 and 1994 respectively. 
Canada’s job markets, it appears, are 
gaining momentum. This will help sustain 
housing markets by boosting 
consumer confidence. 

The year 1994, itself, has seen more job 
growth than expected in major centres. At 
least four centres — Edmonton, 

St. Catharines, Québec and Chicoutimi — 
are now expected to see higher employ- 
ment in 1994, following an earlier CMHC 
forecast of declining employment. Unfor- 
tunately, the gains in some of these cen- 
tres will not be big enough to boost their 
housing markets much. 

The major job gainers in 1995 will be 
the southern Ontario centres of 
Hamilton, Kitchener-Waterloo, London, 
Oshawa, St. Catharines-Niagara and 
Windsor. All of these will experience job 
market expansions of more than 2 per 
cent, Which will place them either ata pre- 


gains in employment will lead to stronger 
housing markets in the south of the prov- 
ince, and this will help push up the total 


housing figures for 1995. 


The big exception to the southern 
Ontario growth is Toronto. This centre 
has not kept pace with Canada’s eco- 
nomic recovery and has registered only 
minor employment gains since the upturn 
began in the rest of the country. In fact, 
employment will have to increase another 
10 per cent to reach its pre-recession level 
of 1989. Toronto's housing market has 
been weakened as a result. 

A downward housing trend started in 
Toronto in the second half of 1994 and 
will continue in the first half of 1995. With 
the second half of 1995, however, the 
downturn should reverse because em- 
ployment will turn upward in Toronto for 
the first time since 1989. 

In Montreal, employment losses 
incurred during the recession will be 
almost fully recovered in 1995. This recov- 
ery of jobs will be just enough to maintain 
a small upturn in the resale housing 
market, although the market: will 
remain Oversupplied. 

Vancouver is one of the few centres 
that did not experience the recession of 
the early 1990's. The resulting high con- 
sumer confidence continues to help push 
up demand for resale homes on the 
west Coast. 

By the end of 1995, 13 out of the 27 
major markets will have fully recovered 
from the recession, up from 9 in 1994. 


Summary of Employment Forecasts by Stage in Cycle 


Recovering 

Recovered but Employment 
Did not to Below 
Experience Pre-Recession Pre-Recession 
Downturn Level Level Stable 
Saint John St. John’s Halifax Charlottetown 
Vancouver* Québec Chicoutimi 
Edmonton* Trois-Rivieres Montreal 

Hull Sherbrooke 

London Hamilton 

Oshawa Toronto 

Kitchener Thunder Bay 

St. Catharines Ottawa 

Windsor Winnipeg 

Sudbury Regina 

Saskatoon 

Calgary 

Victoria 


(SSR ae i SR A a ae RL A RE a A a a EEE 
“Vancouver did not experience the recession in 1991-92 but employment there dipped slightly in 1993. 


SOURCE: CMHC forecast. 
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These centres — well dispersed across 
the country — are St. John’s, Québec 
City, Trois-Rivieres, Hull, London, 
Oshawa, Kitchener, St. Catharines, Sud- 
bury, Saskatoon, Calgary and Victoria. 
The 10 remaining centres — Halifax, 
Chicoutimi, Montreal, Sherbrooke, 
Hamilton, Toronto, Thunder Bay, Ottawa, 
Winnipeg and Regina — will continue on 


the road to recovery in 1995. 
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Affordability to Improve in Second Half 


omeownership affordability 


of 1995 
will improve in the second 


Li half of 1995 as mortgage 


rates are forecast to settle down. 
However, this improvement will 
only take place after a decline in 
affordability from October 1994 
through to the first half of this year. 

Although the mortgage rate roller 
coaster of 1994 is not expected for 
1995, rates will still play the key role 
in determining housing affordability 
this year. Other factors which affect 
affordability, like house prices and 
renter incomes will not see big 
changes in most centres this year. 

Prices will be kept in check by an 
abundant supply of homes and mild 
housing demand in most markets. 
Low inflation and modest employ- 
ment growth of under two per cent 
for all major centres combined, 
will prevent any rapid rise in renter 
incomes. 

As can be seen from the chart 


Affordability to Improve in Fall 1995, 


the percentage of renters who could 


afford to buy a starter home fell from 


record highs last spring as mortgage 
rates rose. A starter home refers to a 
house bought by first-time buyers 
and is typically of a modest design. 
There was some relief for home- 
_ buyers as mortgage rates dropped in 
the early fall. The three year rate fell 
from 10.375 per cent in July to 9.5 
per cent in October. Over the same 
period, the share of renters who 


could afford to buy in all centres com- 


bined climbed from just over 25 per 
cent to just under 29 per cent. 


Last fall’s reprieve in mortgage rates 


_ was short-lived as they once again 
headed upward in December. By 


early February 1995, the three year 
rate had hit 10.5 per cent and the 
share of renters who could buy fell to 
25.1 per cent — about the same level 
as last summer’s low. 

The outlook for the first half of 
1995 is for affordability to decline as 
three-year mortgage rates climb to an 
average of 11.25 per cent for the first 
six months of the year. This mortgage 
rate would allow 22.6 per cent of rent- 
ers to switch to homeownership. This - 
is still above the affordability lows 
experienced in 1990 and 1981 when 
just under 20 per cent of renters 
could afford to buy. 

A brighter picture is expected for 
the second half of the year as rates 
are forecast to drop to an average of 
10.2 per cent. As a result, affordability 
will rise and starter homes will be 
within reach of 26 per cent of renters. 


continued on next page 


Affordability to Improve in Fall 1995 
(per cent of renters) 
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CMHC Rebases Indicators 


In an effort to provide our readers 
with the best affordability informa- 
tion in Canada, CMHC has rebased 
its affordability indicators to the 
most current Census income infor- 
mation available. We therefore 
have rebased all estimates of the 
percentage of renters who can af- 
ford to buy and the percentage of 
new construction affordable that 
have been previously published. 
Due to lack of historical resale 
listings information, CMHC is not 
able to revise previously released 
figures on the percentage of resale 
supply affordable. Therefore, cau- 
tion must be exercised when 
comparing the second half 1994 | 
percentage of resale listings afford- 
able with other years or when mak- 
ing comparisons between the new 
and resale supply indicators before 
the second half of 1994. 


(3-yr mortgage rate) 
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3-yr Rate 6.50 8.75 | 10.38 950 | 10.25 | 10.50 | 11.25 | 10.21 


SOURCE: CMHC. 
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First Time Buying to Cool in 1995 
After Booming Last Year 


First-time buying boomed last year 
but 1995 will see a cool down in 
activity. Last year started with a bang 
as a spring buying spree sprouted 
when mortgage rates were at record 
lows and starting to climb. From 
January to June 1994, homes bought 
under CMHC’s First Home Loan Insur- 
ance (FHLI) Program were up 65 per 
cent over the same period in 1993. 

By the end of 1994, over 100,000 
loan approvals had gone through 
the FHLI plan — up 30 per cent 
from 1993. 

This year, first-time buying will 
not match the explosion seen in 
1994, but will be around the same 
level as 1993. The slow down in 
activity will primarily be the result 
of higher mortgage rates which will 
reduce affordability in the first half 
of the year and the shrinking pool 
of first-time buyers. First-time 
buying will be stronger in the 
second half of the year as afford- 
ability improves. 


Second Half 1994 Average 
Affordability Down | 


Rising mortgage rates brought 
down affordability in all major 
centres in the second half of 1994, 
compared to the same period in 
1993. For all centres combined, the 
share of renters who could buy fell 
from 35.3 per cent in the last half of 
1993, to 27.4 per cent in the second 
part of 1994. 

However, compared to the first 
half of 1990, when affordability was 
at a low point, the share of renters 
who can buy has improved in all 
but two centres (Victoria and 
Québec City). 

The most affordable centres in the 
second half of 1994 were found 
either in eastern Canada or in 
Saskatchewan. Lower house prices 
helped keep homeownership within 
reach of many renters in these 
areas. Chicoutimi had the biggest 
share of renters (460.6 per cent) who 
could afford to buy and the second 
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The least affordable areas in 
Canada were Victoria (12.8 per cent 
of renters could buy), Vancouver 
(18.3 per cent) and Toronto 
(20.7 per cent). Higher house prices 
kept affordability down in these 
centres. For instance, in Victoria, 
the average starter home price was 
$188,000 — almost three times that 
of Trois- Rivieres.— 


lowest priced average starter home 
of $72,000. 

Saint John had the second most 
affordable market, with 46.3 per 
cent of renters able to afford a 
home which also cost around 
$72,000. In Regina, 41.1 per cent of 
renters were in a position to buy. In 
Trois-Rivieres, which had the lowest | 
starter home price of $68,500, just | 
over 40 per cent of renters could | 
afford to buy. | 


The Percentage of Renters Who Can Afford to Buy 
a Starter Home — 1989 to 1994 


(Ranked from Highest to Lowest Based on Jul-Dec 1994) 


CENSUS TOTAL TOTAL TOTAL TOTAL TOTAL TOTAL 
METROPOLITAN JAN-DEC JUL-DEC JUL-DEC JUL-DEC JUL-DEC JUL-DEC 
AREAS (CMA) 1989 1990 1991 1992 1993 1994 
Chicoutimi-Jonquiére 45.3 45.5 49.6 Sv 53.8 46.6 
Saint John 41.4 39.9 48.0 50.7 51:7 46.3 
Regina 38.5 38.1 455 464 47.3 441 
Trois-Riviéres 37.1 35.1 42.0 43.0 44.0 40.3 
Charlottetown N/A N/A 39.6 44.4 46.6 39.8 
Saskatoon 35.7 34.2 44.3 47.6 46.5 39.7 
Halifax 38.5 35.3 46.2 45.2 48.1 38.9 
St. John’s 36.0 34.5 45.7 44.9 44.8 31:0. 
Hull 34.9 33.2 40.5 42.8 42.7 35:2 
Winnipeg 33.6 32.8 38.3 39.7 41.7 34.9 
Thunder Bay 37.8 34.7 41.0 42.5 42.6 33.8 
Sherbrooke 30.3 oie 33.8 37.3 40.1 33.7 
Edmonton 35.4 29.8 37.4 41.5 42.5 ee is 
Calgary 34.7 27.5 36.5 41.4 44.2 33.2 
Sudbury 35.6 30.0 36.4 38.4 40.8 30:2 
Québec Siae 33.0 40.0 40.6 40.8 32.6 
Montreal 27.0 24.2 325 36.3 37.9 30.6 
Oshawa 12.9 tig 28.0 Sys) 41.2 30.5 
St. Catharines-Niagara 25.0 18.9 27.8 oS 38.3 28.1 
Windsor ot 25.3 34,7 36.8 36.3 27.2 
London 22.9 155 25.6 32.0 32.2 25.0 
Kitchener 13.8 10.3 22.6 30.3 34.2 252 
Ottawa 22.9 19.8 27.7 29.7 Gieo 24.6 
Hamilton 16.2 13.0 23.3 27.8 SHES 228 
Toronto oe 8.2 18.8 26.0 29.3 20.7 
Vancouver Pa 16.8 203 20.9 24.7 18.3 
Victoria eee 19.6 22.2 19.2 19.2 12.8 
Metropolitan 

Area Total 23.6 20.9 29.7 33.6 Sho) 27.4 


Source: CMHC. 
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Supply of New Homes Down but Better 


Than 1991 


he percentage of afford- 

able new homes sold 

dropped over the last year 
in all 27 major centres. Higher mort- 
gage rates have put many new 
homes out of reach of first-time buy- 
ers. However, despite the higher 
rates, 21 centres had more afford- 
able new housing in the second half 
of 1994, than in the first part of 
1991, the first year for which CMHC 
has complete new construction sales 
data. 

Builders have increasingly been 
targeting first-time buyers to keep up 
sales. In 11 of the 27 major housing 
markets, over half of the new homes 
sold in the last six months of 1994 
were within reach of potential first- 
time buyers. 

This is down slightly from a year 
ago, when historically low mortgage 
rates made the majority of new homes 
sold affordable in 14 of 27 markets. 
Overall, across all major centres com- 
bined, there remains an ample supply 
of affordable new housing as 34 per 


cent of new homes sold went for af- 
fordable prices. 

The most affordable new homes 
were found in the Quebec and 
Atlantic centres. Chicoutimi was the 
most affordable area in the nation 
with nearly 90 per cent of the new 
homes sold within reach of prime 
first-time buyers. 

Trois-Rivieres, St. John’s and Halifax, 
also had new home markets targeted 


Top Five Most Affordable New 
Home Markets 


Per Cent of New Construction 
Affordable 


Chicoutimi 89 
Trois-Rivieres 76 
St. John’s 72 
Halifax 70 
Saint John 66 


Source: CMHC. 


to first-time buyers with over 70 per 
cent of new sales going for prices po- 
tential homeowners could afford. 

Toronto, along with four other 
Ontario markets, had the smallest | 
share of affordable new homes sold. 
In Hamilton, only 2.4 per cent of the 
new units sold went for starter home 
prices. This is because the most preva- 
lent type of new home being built is 
the more expensive single-detached 
unit. 

Vancouver's new home market was 
more affordable than Toronto’s be- 
cause of the high level of multiple con- 
struction geared to first-time buyers. In 
Vancouver, 30 per cent of the new 
homes sold were affordable compared 
with 16 per cent in Toronto. This is sur- 
prising since Vancouver, along with 
Victoria, have a reputation for being 
Canada’s most expensive markets. 

Montreal was the most affordable of 
the three largest centres, as almost 
60 per cent of the new units sold were 
priced within reach of first-time buyers. = 


Resale Homes Still Abundant | 


espite the recent hikes in 
5 mortgage rates, most resale 
markets have an abundant 
supply of affordable homes. In 13 of 
23 centres reporting data, at least 
half of the homes on the existing 
market were within reach of first- 
time buyers in the last half of 1994. 

Higher mortgage rates in the last 
part of 1994 led to a decline in the 
prices potential homebuyers could 
afford to pay. But total resale listings 
were up by over ten per cent from a 
year ago in the centres reporting 
data. This rise in overall listings 
means that these markets continue to 
be well supplied, keeping a lid on 
any big price increases. 

The bottom line in most resale mar- 
kets is that first-time buyers still have 
a wide choice of homes. For all cen- 
tres combined, 45 per cent of resale 
homes on the market were within 
reach of potential first-time buyers. In 


20 of 23 major areas, the most com- 
mon affordable home offered on the 
resale market was a single detached 
house. 

The most affordable resale markets 
in the country were found in Prairie 
and east coast centres. Regina and 
Saskatoon first-time buyers could 
choose from over 80 per cent of the 


Top Five Most Affordable 
Resale Markets 


Per Cent of Listings Affordable 


Regina 87 
Saskatoon 81 
St. John’s 76 
Winnipeg 74 
Saint John 73 


Source: CMHC. 


resale market. In St. John’s, Winnipeg 
and Saint John over 70 per cent of 
new homes were within reach of 
starter home shoppers. 

The least affordable markets in the 
last half of 1994 were in west coast 
and southern Ontario urban areas. 
Ottawa was the least affordable resale 
market in the nation as only 22 per 
cent of homes were priced to suit 
potential first-time buyers. 

Vancouver and Victoria, also had 
less than 30 per cent of their resale 
markets affordable to starter-home 
seekers. The most common type of 
affordable resale listing in these west 
coast markets is either a condomin- 
ium apartment or a townhouse. Kitch- 
ener and Windsor, rounded out the 
five least affordable markets with 
about 35 per cent of listings available 
to potential first-time homeowners. 
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Supply Affordable to Potential First-Time Buyers 


; MAXIMUM RESALE AFFORDABLE 

CENSUS 1994 AFFORDABLE SUPPLY NEW 

METROPOLITAN FAMILY INCOME HOUSE PRICE* | AFFORDABLE MOST PREVALENT CONSTRUCTION** 

AREA (CMA) NRE $ $ % HOUSE TYPE % 

Victoria Family 57,738 171,774 28.9 Condo Apartment 28.4 
Non Family 45,188 133,646 tA Condo Apartment 9.4 
Total 52,636 156,654 22.6 Condo Apartment 23.9 
Vancouver | Family 64,379 195,451 34.0 Newer! Townhouse 34.9 
| Non Family 53,392 160,566 20:2 Newer! Condo Apt. 22.4 
- Total 59,642 179,683 28.1 Oldert Townhouse; New Condo Apt. 29.6 
Edmonton Family 49 377 140,703 72.0 New 2 Storey; 1 1/2 Storey nee 
Non Family 41,179 115,238 54.0 New Split; Existing Bungalow 20.7 
Total 45,872 129,969 67.0 New Split; Existing Bungalow 41.1 
Calgary | Family 53,395 159,494 N/A N/A 51.0 
Non Family 44,609 129,947 N/A N/A 20.8 
Total 49 561 146,598 N/A N/A 30,2 
Saskatoon Family 50,890 140,245 83.6 Bungalow; Split Level 64.5 
Non Family 46,211 124,508 774 Bungalow; Split Level 41.9 
Total 48 962 133,761 80.8 Bungalow; Split Level 56.6 
Regina Family 53,246 144,910 89.2 Bungalow 60.8 
Non Family 48,281 128,213 83.1 Bungalow 41.6 
Total 51,049 137,522 87.1 Bungalow 51.8 
Winnipeg Family 46,191 123,600 78.6 Bungalow; 2 Storey Bf2 
Non Family 37,554 94,555 65.0 Bungalow; 2 Storey 9.9 
Total 42,219 110,243 73.8 Bungalow; 2 Storey 19.1 
Thunder Bay Family 54,094 158,397 74.3 Bungalow; 2 Storey 24.0 
Non Family 41,219 115,098 47.4 Bungalow; 1 1/2 Storey; Row/Apt. 47 
| Total 48 885 140,878 69.2 Bungalow; 1 1/2 Storey; Row/Apt. 18.7 
Sudbury Family 51,297 147,215 70.0 Bungalow 55.3 
Non Family 39,779 108,479 35.0 Bungalow 9.9 
Total 47,368 134,001 63.0 Bungalow 41.2 
Windsor Family 48,582 134,814 43.0 One Floor; 1 1/2 Storey; 2 Storey 16.4 
Non Family 40,553 107,813 24.7 One Floor; 1 1/2 Storey; 2 Storey 2.9 
Total 45,404 124,130 35.0 One Floor; 1 1/2 Storey; 2 Storey 123 
London Family 48 432 138,042 50.7 Row Condo; One Floor 34.7 
Non Family 39,549 108,169 215 Row Condo; One Floor 5.0 
Total 44,790 125,794 40.0 Row Condo; One Floor 19.3 
Kitchener | Family 49,703 137,207 47.2 Row Condo; Semi; 1 1/2 Storey 18.9 
| Non Family 39,570 103,132 Aikey Row Condo; Condo Apt. 0.3 
_ Total 46,001 124,760 35.9 Row Condo; Semi; 1 1/2 Storey 5.0 
St. Catharines- Family 46,113 128,362 53.8 Split-Level; Bungalow 38.5 
Niagara Non Family 37,623 99,809 26.5 Row Condo; Condo Apt. 14.1 
Total 43,081 118,165 42.7 Bungalow 31.8 
Hamilton | Family 50,643 140,003 N/A N/A 9.8 
| Non Family 39,399 102,188 N/A N/A 0.1 
| Total 46,309 125,428 N/A N/A 2.4 


| | 
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Supply Affordable to Potential First-Time Buyers (cont'd) 


MAXIMUM RESALE AFFORDABLE 
CENSUS 1994 AFFORDABLE SUPPLY NEW 
METROPOLITAN FAMILY INCOME HOUSE PRICE* | AFFORDABLE MOST PREVALENT CONSTRUCTION 
AREA (CMA) IY PE $ iA $ % HOUSE TYPE % 
Toronto Family 61,463 170,557 N/A N/A 28.2 
Non Family 51,051 135,541 N/A N/A 4.4 
Total 57,193 156,061 N/A N/A to) 
Oshawa Family 55,790 155,356 N/A N/A 45.6 
Non Family 46,777 125,048 N/A N/A 8.2 
Total 53,253 146,823 N/A N/A 38.4 | 
Ottawa Family 55,613 148,289 35.5 Bungalow; Townhouse 35.4 
Non Family 45,302 113,611 10.1 Townhouse 47 
Total 50,986 132,/27 22.2 Bungalow; Townhouse 15.5 
Hull Family 46,388 122,226 42.5 Bungalow 58.4 
Non Family Sino 92,519 ZAnt Bungalow 19.9 
Total 43,369 112,073 36.8 | Bungalow 40.7 | 
Montreal Family 48,579 129,962 58.0 All Types 69.5 | 
Non Family 38,336 95,513 30.0 Bungalow; Condo 39.4 
Total 44,511 116,280 44.0 All Types 59.3 
Trois-Riviéres Family 40,921 108,904 70.0 Bungalow 80.2 
Non Family 33,560 84,149 440 | Bungalow 64.8 
Total 38,170 99,653 67.0 Bungalow 75.9 
Sherbrooke Family 41,016 107,123 60.0 Bungalow; 2 Storey 74.9 
Non Family 32,326 77,897 26.9 Bungalow 212 
Total 37,670 95,869 50.9 Bungalow 61.9 
Québec Family 44,749 tds hot 62.3 All Types 65.7 
Non Family 36,269 85,222 eB) All Types 38.6 
Total 44,255 101,987 54.4 All Types 58.3 
Chicoutimi- Family — 42,921 113,538 72.8 Bungalow 91.2 
Jonquiére Non Family 34,756 86,081 43.2 Bungalow 70.1 
Total 40,718 106,132 66.0 Bungalow 88.7 
Saint John Family 43,824 123,438 58.5 Modest 2 Storey 70.0 
Non Family 38,915 106,929 rate Split Entry 59.4 
Total 42,072 117,545 72.9 Modest 2 Storey 65.7 
Halifax Family 49,192 140,557 66.9 2 Storey 774 
Non Family 43,071 119,971 «474 Semi-Detached 49.3 
Total 46,767 132,400 56.6 Split Level 70.2 
St. John’s Family 46,988 130,170 ta Bungalow 80.3 
Non Family 46,737 129,327 7.1 Bungalow | 1a We 
Total 46,903 129,884 76.2 Bungalow ra ea 
Charlottetown Family 43,965 122,725 56.8 All Types 66.4 
Non Family 35,120 92,981 31.8 Bungalow 21.4 
Total 40,200 110,062 48.6 All Types but 2 Storey 54.3 
Metropolitan Family 53.8 446 
Area Total Non Family | 30.4 20.7 
Total 44.6 | 34.3 
* Calculated with a mortgage rate of 9.8 per cent. ¢ Older is ten years old or more. Sources: CMHC, local Real Estate Boards and 
** Percentage of new dwellings sold at or below the N/A is data not available from the local real estate Statistics Canada. 


maximum affordable house price. board. 
t Newer is five years old or less. 
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Affordability Trends in Canadian Centres Since 1980 


ortgage rates always play a 

key role in determining 

housing affordability and 
this was especially so in the early 
eighties. As the chart Canadian Af- 
fordability Trends shows, the early 
eighties saw affordability rise from 
its lowest to highest point. It jumped 
from a low in 1981, when sky-high 
mortgage rates left the housing mar- 
ket affordable to just 19.4 per cent 
of renters, to a high in 1985, when 
almost 40 per cent of renters could 
afford to buy. Over the same period, 
the annual average three year mort- 
gage rate fell from its peak at over 
18 per cent in 1981 te 11-5: per cent 
in 1985. 


Affordability Falls As House 
Prices Boom in Mid Eighties 
From 1985 to 1988 affordability 
dropped due to rising house prices in 
most centres. In 1988, mortgage rate 
increases kicked in, helping to drive 
down affordability until the first half 
of 1990. As rates rose, affordability 
fell, until it bottomed out in the first 
half of 1990, just as mortgage rates hit 
a peak. By 1990, prices had started to 
cool down in many areas and af- 
fordability was poised to recover. 


Rate Relief in Early Nineties 
Gives Affordability a Boost 

The early 1990s saw mortgage rates 
plummet as they did ten years before 
giving first-time buyers a shot in the 


Canadian Affordability Trends 


arm. The three year rate was more 
than cut in half, from a high of 14.25 
per cent in 1990, to a low of 6.5 per 
cent in January 1994. This big drop in 
rates lifted the percentage of renters 
who could buy to a peak in the last 
half of 1993. Not since 1986, was 
housing as affordable as it was in the 
last half of 1993. 

Stable, and in some areas like 
southern Ontario, falling house prices 
combined with the declining rates to 
boost affordability. Income growth 
played only a small role in the af- 
fordability rise as it was modest in 
most centres in the early nineties. 

Rates started another upward climb 
in the spring of 1994, subsided briefly 
in the third quarter and again increased 
through the winter. As a result, af- 
fordability slipped from its high but still 
remains above the 1990 low. 


Affordability Trends Vary Across 
Centres 

This section of Canadian Housing 
Markets looks at the affordability 
trends in some of Canada’s largest 
centres since 1980. For a complete 
picture covering all major urban areas 
refer to the special insert describing 
CMHC’s soon to be released study on 
historical affordability trends. 


Montreal Most Affordable Big 
Centre 

Of the three largest urban centres, 
Montreal has consistently been the 


The Per Cent of Renters Who Can Buy vs 3-yr Mortgage Rates 
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1990 1991 1992 1993 1994 


CMHC to Release Study on 
Historical Affordability Trends 
for Canada’s Urban Centres 


Does your market toe the national 
line or buck the trend? How does it 
vary from the national average or 
your closest neighbour? These ques- 
tions can all be answered by looking 
at the trends in affordability for 
individual urban housing markets. 
Because house prices, incomes, 
heating and property taxes vary 
across the country so does 
affordability. CMHC’s study on 
affordability provides a complete 
historical analysis of affordability 
trends by Canada’s major urban 
areas. 


most affordable place to buy a home 
in the last 15 years. This is because 
Montreal has had the lowest starter 
home prices of the big centres. The 
higher level of affordability in Mont- 
real has come in spite of the fact that 
renter incomes have not grown as 
fast as in Toronto or Vancouver in 
the 1980s. 

Affordability has also been more 
stable in this market in comparison to 
Vancouver and Toronto. This is 
mainly because Montreal has not 
seen house price booms and busts 
along the magnitude experienced the 
other two centres. Except for 1987 
and 1988, when prices were showing 
big gains, mortgage rates have been 
the main driving force behind the 
swings in affordability in Montreal. 
This is clear from the chart Canadian 
Affordability Trends which shows 
that the peaks in affordability in the 
last 15 years line up closely with the 
troughs in mortgage rates and vice 
versa. 


The Fall and Rise of Toronto 
Affordability 

One of the major events in the 
Canadian housing industry in the late 
1980s was the rise and fall of the 
Toronto housing market. The boom 
years gave a tremendous equity boost 
to those already owning homes but 
shut out many would be first-time 


buyers. 
continued on page & 
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COSTS AND INCOMES FOR DEMAND AFFORDABILITY INDICATOR 


AVERAGE MONTHLY INCOME 
STARTER MONTHLY ANNUAL TOTAL REQUIRED 
CENSUS HOUSE MORTGAGE ANNUAL HEATING CARRYING TO CARRY 
METROPOLITAN PRICE* COST TAXES* COSTS* COSTS HOUSING COSTS* 
AREA (CMA) $ $ $ $ $ $ 
JUL-DEC  JUL-DEC | JUL-DEC  JUL-DEC | JUL-DEC  JUL-DEC | JUL-DEC  JUL-DEC | JUL-DEC JUL-DEC | JUL-DEC  JUL-DEC 
1994 1993 1994 1993 1994 1993 1994 1993 1994 1993 1994 1993 
Victoria 187,999 188,158 | B21, 221,296 |. 1,549: 1,484 657 650 | 1,705 1,474 | 63,924 55,283 
Vancouver 184,629 188,718 | 1,496 1,300 | 1,541 1,500 447 430 | 1,662 1,461 | 62,330 54,775 
Edmonton 103,960 103,422 845 716) 2,219 © + 2,028 612 520 | 1,081 928 | 40,532 34,798 
Calgary 122,893 118,378 999 820 | 1,303 1,300 607 520 | 1,158 971 | 43,425 36,421 
Saskatoon 78,234 76,543 636 930 | 1,570 1,542 646 630 821 711 | 30,770 26,660 
Regina 75,082 74,441 610 Sonu te2.0208 F101 626 610 831 TOO edd a2 621392 
Winnipeg 79,879 78,411 649 543 | 2,230 2,181 790 780 901 790 | 33,784 29,610 
Thunder Bay 112,053 108,609 911 752 | 1,331 — 1,300 907 890 | 1,097 934 | 41,146 35,041 
Sudbury 109,046 106,422 886 737 | 1,971 = 1,534 836 820 | 1,087 933 | 40,758 34,986 
Windsor 109,206 104,685 888 Toei sol= =" 1;d00 727 Cla 947 | 41,781 35,514 
London 122,123 125,443 993 868 | 1,636 1,550 (R28 711} 1,190 1,057 | 44,608 39,634 
Kitchener 129,990 126,758 | 1,057 C/Ou ciel 2h 727 FAA, Wy eeO4 VAI 2o) 246 52)) 4b FIG 


St. Catharines-Niagara|108,371 105,977 881 734 | 1,883 1,800 690 637 | 1,095 937 | 41,072 35,131 


Hamilton 137,563 133,814 | 1,118 926; 2,089 2.100 727 711 | 1,854 1,161 | 50,761 43,526 
Toronto 169,718 167,001 | 1,379 1,156 | 2,749 2,670 690 637 | 1,666 1,432 | 62,477 53,693 
Oshawa 138,746 133,886 | 1,128 927.5) 2,300 23322 690 637 | 1,384 1,174 | 51,882 44,008 
Ottawa 135,022 137,184 | 1,097 OoUnINc dod em eu oo 751 694 | 1,405 1,240 | 52,671 46,518 
Hull 97,689 96,183 794 OOO Massa aw o0Re axis 1,250°1, 1062 928 | 39,820 34,815 
Montreal 102,019 102,019 829 706. °° 1,987 - .1,900-; 1,242 1,220 | 1,094 966 | 41,029 36,236 
Trois-Riviéres 68,539 72,011 997 499 | 1,409 1,398 | 1,323 1,300) 7/85 723 | 29,428 27,127 
Sherbrooke 79,272 78,838 644 546 | 1,579 1,570 | 1,353 1,330 889 787 | 33,324 29,531 
Quebec 89,370 86,741 726 601 | 2,144 2,111] 1,353 1,330 | 1,018 887 | 38,167 33,273 


Chicoutimi-Jonquiére | 72,018 68,726 585 476 | 1,527 1,515 | 1,404 1,380 830 AAT 23 AO 26,690 


Saint John eZ, 190), 972,190 587 SOMadetda, en OSOgve a 16% a rIGh50 777 686 | 29,121 25,739 
Halifax 101,745 100,363 827 695). 1867 1,323 °° 1,000. 1,000). 1,024 888 | 38,407 33,316 
St. John’s 92,581 92,190 752 638 1° 4,095. 1,088: -1,189:- 1,190 943 828 | 35,355 31,053 


Charlottetown 77,000 79,093 626 Men Lose 21271 1,033. - 4,020 825 738 | 30,942 27,694 


Sources: CMHC and Natural Resources Canada. 
| Note that the taxes do not include any rebates. 
* Revised figures in some areas since last publication due to rebasing of indicator. See text box on rebasing of indicators. 
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Affordability Trends in Canadian... 
continued from page 6 

House prices soared in the mid-to- 
late eighties dragging down affordabil- 
ity. Although renter incomes doubled 
from 1980 to 1990 they couldn’t keep 
up with the explosion in prices. The 
share of renters who could buy 
dropped from 25 to 6.3 per cent from 
1980 to the first half of 1990. 

From 1981 to 1989, the average 
starter home price nearly quadrupled, 
rocketing from $52,375 to $197,712. 
However, in 1989, the tide started to 
turn in Toronto as the recession 
pulled down housing demand. Prices 
declined, and with some help from 
falling mortgage rates, affordability be- 
gan its steady upward climb through 


to the second half of 1993, when the 
share of renters who could buy 
peaked at nearly 30 per cent. 


Rising Prices In Vancouver Keep 
Affordability Down 

Like Toronto, house prices have 
played a key role in homeownership 
affordability in Vancouver. 

Prices went on a roller coaster ride 
in the early 1980s taking affordability 
along with it. From 1980 to 1981, the 
average starter home price jumped 35 
per cent — from $64,000 to $86,500. 

The share of renters who could 
buy plummeted from 18.5 per cent in 
1980 to just over five per the follow- 
ing year. The surge in mortgage rates 
also played an important part in this 
drop in affordability. 


DEMAND AFFORDABILITY 
INDICATOR 


Per Cent of Renters Who Can Afford: 

This represents the percentage of renter house- 
holds in the prime home buying age group of 
20 to 44 years, who have an income equal to or 
greater than the income required to purchase 
an average starter home. All family and non- 
family households in the 20 to 44 age group are 
included in the analysis. Renter households 
who qualify for NHA social housing programs 
are also included. 


Average Starter House Price: 

The average starter house price is defined as 
the average price for an NHA insured existing 
home and includes the following house types: 
single; semi-detached; rowhouse; mobile home; 
and apartment condominium. NHA insured 
homes are typically bought by young first-time 
buyers with less than 25 per cent downpay- 
ment. The price is the average for each six month 
period. This price excludes those homes insured 
under the five per cent downpayment program. 


Monthly Mortgage Cost: 

The monthly principal and interest payment 
associated with the average starter home price, 
assuming a 10 per cent downpayment. The 
required mortgage insurance premium has 
been added to the mortgage balance. 


Property Taxes: 

Average property taxes for a dwelling owned 
and occupied by its owner. Data are CMHC 
estimates, 


Heating Costs: 

Average heating costs representative of a starter 
home. Data are from Natural Resources Canada 
and include the Goods and Services Tax. 


Total Monthly Carrying Costs: 

Total of monthly payments required for princi- 
pal, interest, average property taxes, and heat- 
Ing Costs. 

Income Required to Carry Total Costs: 
The income required to service the mortgage 
payments, property taxes and heating costs, as- 
suming a 32 per cent gross debt service ratio. 


CMHC 


Mortgage: 

A three-year term closed mortgage was as- 
sumed with a 25 year amortization period. An 
average mortgage rate of 7.8 per cent was used 
for the last half of 1993 and a rate of 9.8 per 
cent was used for the last half of 1994. 


SUPPLY INDICATORS 


Renter Household Types: 

Renter households aged 20-44 who have the 
potential to become home owners in the near 
future are included in the supply analysis. They 
are Classified as either a non-family household, 
which includes households of one or more un- 
attached persons or family households which 
include at least one economic family. An eco- 
nomic family is defined as a group of related 
individuals sharing a common dwelling unit. 
Total households refers to all households, fam- 
ily and non-family. Low income renters eligible 
for NHA social housing programs have not 
been included in the supply indicators. 


Maximum Affordable House: 

Maximum price a household could afford based 
on its income and assuming a 32 per cent gross 
debt service ratio to service the mortgage pay- 
ment, property taxes and heating costs. A three 
year mortgage rate of 9.8 per cent is used and a 
10 per cent down payment is assumed. 


Resale Supply Available: 
The per cent of MLS active listings at or below 
the maximum affordable house price. 


Most Prevalent Resale House Types: 

The house types most often listed in the supply 
of active MLS listings. The house types are not 
exclusive of other house types that could also 
be included in the supply available. 


Affordable New Construction: 

The per cent of new single, semi, apartment or 
row dwellings sold at or below the maximum 
affordable house price. 


CANADIAN 


Prices then fell to $79,000 in 1982 
and the share of renters who could 
buy eased up to just over 9 per cent . 
In 1984, prices began a steady up- 
ward climb which continued until 
the first half of 1990. However, 
affordability improved up to 1986 
in spite of the rising prices, because 
mortgage rates were coming down 
in 1985. After reaching a plateau in 
1987, affordability declined as mort- 
gage rates marched upward until the 
first half of 1990. 

Despite strong renter income 
growth of 40 per cent from 1985 to 
1990, Vancouver renters felt the 
pinch of rising mortgage rates and 
prices in the late eighties. By the first 
half of 1990, the share of renters who 
could buy hit a low of 14.2 per cent. 

Access to homeownership im- 
proved in the second half of 1990, 
as both prices and mortgage rates 
dropped. However, since the 
second half of 1992, affordability has 
declined as prices took off due to a 
boom in housing demand. = 


Canadian Housing Markets is a quarterly 
publication featuring CMHC’s affordability 
indicators and housing forecasts semi-annually. 
Comments and requests for additional 
information may be referred to Greg Goy, 
Manager, Local Market Analysis, Market 
Analysis Centre, 

Canada Mortgage and Housing Corporation, 
Ottawa. Tel.: (613) 748-2582. 


Enquiries regarding subscriptions should be 
directed to: CMHC, P.O. Box 3077, Markham, 
Ontario L3R 6G4. 

from Canada: Tel.: 1 (800) 668-CMHC; 

Fax: 1 (800) 463-3853 

from U.S.: Tel.: 1 (416) 282-2950; 

Fax: 1 (416) 282-1897 


Annual subscription (4 issues) $44 + GST 
Catalogue No. CMHC/CHME 

Single issue $11 + GST 

Catalogue No. CMHC/CHME-1995-01. 


Cette publication est aussi disponible en 
frangais sous le titre 

Marchés de I’habitation canadiens 
Numéro de catalogue CMHC/CHMF. 


© Canada Mortgage and Housing 
Corporation 1995 

ISSN 1188-4487 

Printed in Canada 


CMHC offers a wide range of housing- related 
information. For details, contact your local 
CMHC office. 


CMHC subscribes to Canada’s Green Plan. 
Quantities of our publication are limited to 
market demand; updates are produced 
only when required; and recycled or 
recyclable stock and non-toxic inks are 
used wherever possible. 


OY 


re, 


HOUSING 


MARKETS 


QUARTER 


EDS 


CMHC Market Analysis Centre 


Homebuying cycles favour ~ 


‘ee, and Bogie: 1995 
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first-time buyers in 1990s ws . ) 


irst-time home purchases 
F peaked during 1990-94 even 

though overall homebuying 
was below levels experienced in the 
late 1980s. An update of CMHC’s 
study of homebuying cycles (first 
published in Canadian Housing 
Markets in January 1991) establishes 
that buyers’ market conditions in 
many Canadian markets in the early 
and mid 1990s were due to chroni- 
cally weak move-up markets. These 
market conditions have been a boon 
to the first-time buyer. 

Data in this study is from Statis- 
tics Canada’s annual Household In- 
comes, Facilities and Expenditures 
survey (HIFE) which questions 
households about the year they 


Number of Canadian home 
buyers (000s) 


80 82 


64. )\86|. 188 --90 92) 94 


Repeat Buyers 
ma First-time Home Buyers 


Source: Statistics Canada HIFE Surveys 1983-93 


CMHC 


moved and whether they owned 
their current and previous homes. 
Repeat buying was estimated from 
total owner households that were 
owners prior to moving. First-time 
buying was estimated from mover 
owners who formed new house- 
holds or who moved from rental 
units. 


Over 260,000 bought their 
first homes yearly since 
1990 


An annual average of about 264,000 
first-time purchases occured in 1990- 
92 while most centres had “buyers’ 
markets”. This was up from 249,000 
in 1987-89 when most centres, par- 
ticularly in southern Ontario loca- 
tions, had stronger overall demand. 
Total purchases fell to 495,000 
yearly in 1990-92 from 532,000 in 
1987-89. 


First-time buying rose 2 
because affordability imprevedie 
when mortgage rates were on a 
downward path. Also, both the intro- 
duction of First Home Loan Insur- 
ance Program (FHLI) and federal tax 
provisions allowing downpayment 
deductions through RRSPs pushed 
first purchases to a record 290,000 in 
1992. FHLI facilitates buying through 
smaller downpayments. 

CMHC’s preliminary 1993-94 esti- 
mates put first-time buying at about 
260,000 on average (1992 is the lat- 
est year with a full year of available 
survey data). 


Repeat buying down 18% 
since 1989 


Lower home sales after 1989 are 
rooted in the repeat buying segment 
which is a large source of revenue 
for the housing industry. Repeat buy- 
ers possess continued on next page 


Per cent of repeat buyers 


1980 1982 1984 1986 1988 1990 1992 
Atlantic 43 36 40 43 46 40 45 
Quebec 39 21 36 53 46 45 38 
Ontario 50 38 ao 59 59 50 41 
Manitoba/Sask 46 35 54 51 52 47 46 
Alberta Ba 34 37 44 46 50 39 
British Columbia 61 OF 46 51 57 51 62 
Canada 48 34 47 54 54 49 45 


Source: Statistics Canada HIFE Surveys 1983-93 


Helping to house Canadians 


SCHL 


Canada 


home equity 
enabling them to pay for a more ex- 
pensive home. 

An average of 231,000 repeat 
home purchases occurred yearly in 
1990-92, a drop of 18 per cent from 
283,000 in 1987-89. As a result, re- 
peat buyers, who were in the major- 
ity in the late 1980s became the 
minority everywhere but in British 
Columbia. 

The 1980-92 data shows annual 
repeat buying fluctuated twice as 
much as first-time buying on the 
market cycle. The highest and low- 
est year for home sales ranged by 
about 80,000 for first purchases and 
160,000 for repeat purchases. Over 
these years, both first and repeat pur- 
chases account for close to an equal 
share of sales. The repeat market oc- 
cupied between 45 and 54 per cent 
of the market over time, and it is 
now at the low end of this range. 

Repeat homebuying includes 
move-up and move-down buying 
and lateral moves where people buy 
a home worth within $20,000 of 
their previous home. About two- 
thirds of repeat buyers are move-up 
buyers. Hence, the repeat buying 
cycle is dependent on the fortunes 
of move-up buyers. 

Move-up buyers are at a greater 
disadvantage in “buyer’s market” 
conditions that occur in the down 
stage of a market cycle. They face 
the added and often difficult hurdle 
of having to sell an existing home 
before buying another. And if house 
prices are declining or stable, they 
may have less home equity for use 
in buying another home. 

The most active repeat buyer mar- 
kets in Canada occurred while the 
market cycle was on its way up or 
close to the top. Examples are B.C. 
at about 1980 and during the 1990s, 
when repeat buying occupied over 
60 per cent of the market, and in 
Ontario in the late 1980s when it 
occupied up to 59 per cent of the 
market. These repeat markets were 
fed by strong income growth and 
migration and were reinforced in the 
later stages by rising prices and 


continued from page 1 


equity gains. 
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Lower income households 
have been buying more in 
the 90s 


The 1990-92 data also shows that 
the average income of first-time buy- 
ers declined while the market cycle 
was at a low. Their average incomes 
dropped from about $54,000 in 1991 
to about $52,000 in 1992 mainly 
because affordability improved, 
enabling more lower income house- 
holds to buy homes. Real incomes 


Average household incomes 
of Canadian home buyers 
($000s) 


C=) Repeat Buyers 
GSB First-time Home Buyers 


Source: Statistics Canada HIFE Surveys 1983-93 


Average age of Canadian 
home buyers 


C= Repeat Buyers 
Gam First-time Home Buyers 


Source: Statistics Canada HIFE Surveys 1983-93 


of first homebuyers began falling 
after 1989 when the average income 
of households buying a first home 


| was $56,000 expressed in 1992 


dollars (or $50,000 in current 1990 
dollars). 

In the 1990s, as market condi- 
tions became more favourable to the 
first-time buyer and down payment 
requirements diminished, buying 
rose mainly among households well 
above and well below the average 
level for first-time buyers. This seg- 
ment of the market remained steady 
within the age group in which the 
average person buys his first home, 
e.g., 30-34, but 


continued on page 7 


Find out more 
about homebuying 
cycles 


A complete set of national 
and regional tables on 
first-time and repeat buying 
is being offered by CMHC 
in hardcopy and 
spreadsheet form. All the 
data compiled for use in 
this article is provided 
including numbers of first 
time and repeat 
homebuyers by year and 
age group along with 
homebuying propensities 
by age, average buyer age 
and income. The spread- 
sheets, which are in Lotus 
123 (ver 2.0 format), can 
be used to manipulate the 
data according to your 
research objectives and to 
integrate the results in your 
own data files. The data 
can be obtained for only 
$40 by calling (613) 
748-2344 and using your 
Visa or Mastercard. 
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Housing markets expected to do better in 
second half of 1995 


FORECAST HIGHLIGHTS 


Mi With low activity in the first 
half of 1995, new housing 
construction will be down 
14 per cent and resales 9 
per cent in major urban 
centres in 1995 


B Activity is expected to 
slowly improve in the 
second half 


@ Higher starts are forecast 
in five centres but only 
Calgary will see higher 
resale activity 


& Toronto to continue 
lagging other southern 
Ontario centres 


@ Employment will grow in 
25 centres; Toronto to see 
biggest gains with an 
increase of over 4 per cent 


rise in mortgage rates early 
A 1995 together with continu- 

ing job market uncertainties 
have deflated consumer confidence. 
As a result, CMHC is now forecast- 
ing about 14 per cent fewer housing 
starts and 9 per cent fewer resales 
for all urban centres combined. This 
is a revision from Canadian Hous- 
ing Markets’ earlier forecast released 
six months ago when starts and re- 
sales in 1995 were expected to be 
about the same as in 1994. 

Fewer starts are expected in 22 of 
the 27 centres, with declines ranging 
from 44 per cent in Hull to 2 per 
cent in Halifax. 
® The projected 14 per cent 

decrease in starts in major centres is 
more optimistic that the national 
forecast, which calls for a decline of 
17 per cent. The national drop will 
_ be driven mainly by a downturn in 
smaller urban and rural centres. 
(See CMHC’s 2nd quarter 1995 
_ National Housing Outlook for more 
nformation on the national forecast.) 

Overall, resales will decline 9 per 
cent across major urban centres in 


1995. This loss of steam will be 
widespread across the country with 
resale activity increasing in only one 
of the 27 major markets. Calgary is 
forecast to increase two per cent, a 
turnaround after almost 11 per cent 
fewer sales in 1994. 

Average prices for new single 
family homes will rise in 20 of the 
27 major markets, and for resale 
homes in 12 major markets. Price 
increases for new single homes will 
range from 0.2 per cent in Hull to 
4.6 per cent in Saskatoon. For many 
markets, the increases in 1995 will 
be the result of less activity from 
first time buyers and higher priced 
homes being purchased by move-up 
buyers representing a bigger share 
of the total market. 

Job growth will occur in many 
markets in 1995 but will not be 
enough to drive the housing market. 
Average employment growth in 
major urban centres will be 2.1 per 
cent in 1995, similar to 1994. As a 
result, almost 8.53 million Canadians 
in major urban centres will have 
jobs in 1995, which is above the 
pre-recession peak of 8.06 million 
jobs. The largest percentage in- 
creases are forecasted to be in 
Toronto (4.3), Windsor (3.9), 
Kitchener (3.4), Sudbury (3.2) and 
Thunder Bay (3.1). 


Second half of 1995 looks 
better for new construction 
for some centres 


The performance of the housing 
market will pick up in the second 
half of the year as interest rates level 
off and consumer confidence, 
particularly for first-time buyers, 
strengthens. However, this will not 
come soon enough or strongly 
enough to cause overall 1995 
housing markets to rise. 

Although total housing starts in 
major urban centres will be down 
by 14 per cent in 1995, five centres 
will see increased starts over the year. 
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They are Thunder Bay (29.5), 
Windsor (8.4), Kitchener (5.9), 
Hamilton (2.4), and the only centre 
outside Ontario will be Regina 
(24.5). 

In Thunder Bay, higher starts will 
be due largely to multiple construc- 
tion. The construction of condomini- 
ums will triple this year to 113 units. 
Opportunities for condominium 
development have been identified in 
Thunder Bay due to a rising propor- 
tion of non-family households and 
seniors. 

Both Windsor and Kitchener are 
forecast to have a second consecu- 
tive year of construction growth. 
Windsor’s boom is mainly due to 
healthy employment growth, reflect- 
ing an expansion in the automobile 
sector, employment at the local ca- 
sino and a number of infrastructure 
investments. The 1995 forecast for 
Windsor encompasses a rise in as- 
sisted-rental and condominium starts 
as well as another strong year for 
the single-family sector. New houses 
are a large part of the market be- 
cause they are priced competitively 
to existing houses. 

In Kitchener, starts will rise due 
to stronger consumer confidence in 
the wake of brighter job prospects 
in 1995. Kitchener’s moderate em- 
ployment growth in 1995 builds on 
a strong job performance in 1994, 
an increase in the number of high 
paying jobs, primarily in manufactur- 
ing, will increase demand for condo- 
minium and semi-detached units 
despite higher interest rates early in 
1995; 

In Hamilton, higher mortgage 
rates will drive up starts of more 
affordable multiple-family owner- 
ship such as townhouses and semi- 
detached homes, resulting in a 2 per 
cent increase of total starts. 

The Toronto-Oshawa region is 
forecast to have fewer starts in 1995. 
A drop of 12 per cent in Toronto 
and 24 per cent in Oshawa is 


forecast. Both continued on page 6 
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Economic and Housing Market Indicators 


| SINGLE | SINGLE 3 UNIT + APT. 
| NEW NUMBER MLS STRUCTURES 
CENSUS | yr/yr TOTAL yr/yr HOUSE yr/yr | OFMLS* | yr/yr_ | AVERAGE yr/yr VACANCY RATES 
METROPOLITAN TOTAL © | % HOUSING % PRICE % SALES % PRICE % APR. OCT. 
AREAS (CMA) EMPLOYMENT | CHG STARTS CHG $ CHG (RES.) CHG $ CHG % % 
Victoria 1993 129,400 2,633 249,000] 7,344 246,700 2.1 1.8 


1994 135,600 | 4.8 2,903 | -12.5 | 299,000 } 20.1 6,260 | -14.8 | 256,000 | 3.8 SS pat-9 
uh een 138,300 | 2.0 1985) 13.8" 206 000 oe 9,/00 | -8.9 | 249,000 | -2.7 41 2.5 
Vancouver 1993 816,200 21,307 444 340 31,150 349,601 20 Vee 
1994 848,400 | 3.9 20,473 -3.9 | 497,656 | 12.0 | 30,023 93.65) SOK tae OV 1Oy 14 | 08 
1995" 865,700 | 2.0 17,800 | -13.1 | 520,000 | 4.5 | 26,400 | -12.1 | 405,000 | 4.6 13 | 0.8 
Edmonton 1993 425,0001 6,720 170,653 11,489 122,701 wo.) | 90.0 
1994 439,000 | 3.3 5,006 | -25.5 | 163,759 | -4.0 9/6621 -19.07)° 124/806. at 7 9.1 8.9 
1995** | 446500 | 1.7 4150 |-17.1 | 162,000 | -1.1 8,600. | -119° |} F20000 3.9" "F 182i ous 
Calgary 1993 396,5004] 6,629 176,763 17,001 131,936 £0" 09 
1994 406,400 | 25 6,877 SF 7196") 02 1 15,144 109s 12495 ar 04 6.9 = 1-511 
1995== 412,400 | 1.5 6,000 |-12.8 | 180,000 | 1.6 | 15,500 2.4 | 135,000 | 1.9 46 | 42 


Saskatoon 1993 101,4009 593 137,606 2,/50 78,993 Bf Ze 
1994 104,400 | 3.0 682 | 15.0 | 140,035 | 1.8 2,754 | 0.4 81,720¢ | 3.5 40 | 18 
199572 105,000 | 0.6 625 | -84 | 146,500 | 4.6 Zeon Od 84,000T | 2.8 23. (o20 
Regina 1993 99,3004 563 147,262 2,690 72,781T 46 | 3.6 
1994 99,900 | 0.6 AG2- | -17.9 | 14554204 =1-2 2,791 3.8 | 73,7477 | 1.3 4.1 3.2 
ieee 100,900 | 1.0 075 | 24.5 | 146,000 | 0.3 2,650 =o! 75,000 | 1.7 3.31029 
Winnipeg 1993 327,580] 1,540 137,810 9,604 83,060 Dhe|-D8 


1994 330,170 | 0.8 1528) 3-08 AAO Gs 17. 9,923 3.3 | 84,812 | 2.1 5.4 ib B60 
1995"*}.- 334,500: 1.1.3 VA25 SB. TA 260515 9,250 | -6.8 | 86,000 | 1.4 no ee ae | 


Thunder Bay 1993 97,683 037 176,206] 1,455 114,964 3.2 vad | 
1994 58,100 | 0.7 451 | -16.0 | 176,540 | 0.2 1,453 =O.) 115,289) 9), 603 44 41 
7995 99,900 | 3.1 984 | 29.5 | 180,070 2.0 1,380 0.0 2983" 20 6.4 | 6.2 
Sudbury 1993 74,0001 715 161,049 1,891] 113,869 dal 3.8 
1994 75,000 | 1.4 712 -0.4 | 147,003 | -8.7 1,754 SP tt 2 Oho tt 5.1 4.3 
1h Sees 77,400 | 3.2 650 -8.7 | 148,900 | 1.3 1,600 -8.8 | 113,000 | 0.6 Sey eo. 
Windsor 1993 121,0001 ieee 190,608 4,545 109,214 3.1 2.6 
1994 127,000 | 5.0 L661, 11 835-9. 191,986. Wey. 4,980 9.6 | 116,457 | 66 2.6 1.6 
199557 132,000 | 3.9 1,800 8.4 | 195,000 1.6 4,600 =? Wel dUU 0.9 1.3 0.7 
London 1993 207,0004] 2,922 226,382 5,802 133,835 3.9 te oO 


1994 211,000 | 1.9 1,972 | -21.8 | 202,800 |-10.4 5,/93 | -0.2 | 134,089 | 0.2 44 | 39 
Te ois 215,000 | 1.9 1,825 | -7.5 | 204,000 | 06 5,400 | -6.8 | 134,000 | -0.1 ene ere 


Kitchener 1993 196,000 1,705 179,110 3,583 138,74 Loivess 43 
1994 204,000 | 4.1 1,747 25 179,200 0.1 3,689 SO) (i aera, Z| 4.2 2.8 
1995** 211,000 | 3.4 | 1,850 5.9 | 183,000 2.1 3,650 -1.1 | 145,000 2.3 2.6 2.6 
St. Catharines-Niagara 1993 147,0009 1,015 177,662 2,303] 124.6309 a0 49 


1994 153,200 | 4.2 1,703 | 67.8 | 166,929 | -6.0 2,007: te 1 ateh25 80347 S04 6.0 | 5.8 
Tesi 156,500 | 2.2 1to0e | 932.5) 170,350) 320 2,290 | -10.8 | 124,280 | -1.0 49 | 42 
Hamilton 1993 |) 296,0001 | 2,989 213,717] 7,747 | 143,432 PA 2 Vid Nai 
1994 | 312,000 | 54 2,833 -5.2 | 205,183 | -4.0 8,345 77 | 145,939 lig | 27 eee 
1995** | 313,000 | 0.3 2,900 2.4; 207,000 | 09 | 8200 -1.7 | 146,000 | 0.0 ieee 2 Seah eae 
Toronto 1993 2,053,0004] 15,637 307,244 38,990 206,490T Zz 2.0 
1994 2,043,000 |-0.5 18,443 | 17.9 | 291,596 | -5.1 44,237 | 13.5 | 2089217 | 1.2 15h 1.2 
1995** | 2,130,000 | 4.3 16,200 | -12.2 | 295,000 | 1.2 | 38,000 | -14.1 | 204,000t | -2.4 1s) hat 
a ee 
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Economic and Housing Market Indicators (cont’d) 


CENSUS 
METROPOLITAN 
AREAS (CMA) 


Oshawa 


Ottawa 


Hull 


Montreal 


Trois-Riviéres 


Sherbrooke 


Québec 


Chicoutimi-Jonquiére 


Saint John 


Halifax 


St. John’s 


Charlottetown 


ALL 
METRO 
AREAS 


1993 
1994 
1995** 
1993 
1994 
N90 
1993 
1994 
1995"; 
1993 
1994 
Igor 
1993 
1994 
4995" * 
1993 
1994 
19997> 


1993 
1994 
1995** 
1993 
1994 
19905” 
1993 
1994 
1995*2 
1993 
1994 
19995, 
1993 
1994 
1995** 
1993 
1994 
igao x, 
1993 
1994 
1995°* 


SINGLE SINGLE 3 UNIT + APT. 
NEW NUMBER MLS STRUCTURES 
yr/yr TOTAL yr/yr HOUSE yr/yr | OF MLS | yr/yr AVERAGE yr/yr | VACANCY RATES 

TOTAL % HOUSING % PRICE % SALES % PRICE % APR. OCT. 
EMPLOYMENT| CHG STARTS CHG $ CHG | (RES.) | CHG $ CHG % % 
125,0009 1,409 190,839 4,655 136,377 5.8 46 
126,000 0.8 1,963 99.3: 48597,055 4467 | -4.0 139,788 2.5 41 3.4 
130,000 we 1,500 | -23.6 | 175,000 : 4,100 | -8.2 138,000 1.3 2.6 1.9 
335,900 4,421 205,065 7,8129 145,675T9 1.8 1.8 


349,100 3.9 S020 abi ap eso 4O2” at3 (2 620 || -2.5 147,543f | 1.3 2.5 | 2.6 | 
341,419 | -2.2 2,676 | -31.9 ) 194,800" | -1.9 5,610 | -26.4 143,800F | -2.5 3.4 | 2.9 | 
138,920 2,367 126,740] 1,711 105,089 3.6 | 4.5 
140,580 i2 2,128. |-10.1 | 127,703 | 0.8 1,634 | -4.5 104,479 | -0.6 47 | 66 
142,280 qe 1,200 | -43.6 | 128,000 | 0.2 1,450 |-11.3 103,000 | -1.4 D0. /f oo 
1,375,000 13,729 134,525 17,242 117,009 6.4 | 7.7 
1,411,000 2.6 ugiais, tor -4.2 | 137,602 2.3 | 18,100 | 5.0 116,307 -0.6 64 | 68 
1,426,000 1.1 T5008) =20;2 159,000 =1.9 | 16,900 | --6:6 116,000 -0.3 5.8 | 68 


51,900 783 92,415] 
52,300 0.8 938 | 198 | 93,670 | 1.4 
52,800 1.0 885 -0.f |. 96,000. | 2.5 


56,000 778 101,560 813 86,000 | 76 | 80 | 7.6 
57,250 | 2.2 983 | 263) 101,100 | -0.5 859 | 5.7 | 84800 | -14] 62 | 80 
58,300 | 1.8 g90 | -95 103,300 | 2.2 770 |-104 | 84000 | 09] 62 | 7.1 

286,300 4,699 96,800 3.8879 83,0004 5.3 | 6.0 


298,800 4.4 4,677 0.5; 96,300 |-05 | 3988 | 26 84,0004 | 1.2 SOREL 
302,800 1.3 A 2008 te SFU 07 28,100: |. =7.2 84,750t | 0.9 9.6 | 6.3 


93,170 668 79,700 1,437§ 78,100 0.4 | 6.3 
51,000 | -4.1 606 -9.3 78,500 | -1.5 1;295§ | -9.9 78,300 0.3 bisaa i b.0 
51,500 1.0 560 5i.0 16;200 » \'-2:9 1,220§ | -5.8 76,700 | -2.0 DD oO 
56,000 471 115,282 1,089 87,329 LL cays 


55,000 | -1.8 442 “6.2 | 107,442 | -6.8 
54,000 | -1.8 400 -9.5 | 110,000 | 24 


158,9009 2,127 121,500 4,637 102,500 1.1 463 
164,500 3.5 2,460 to0 aizs.n00 2:5 4,670 | 0.7 103,481 1.0 eras We 
167,132 1.6 2,400 -2.4 | 126,500 1.6 4,400 | -5.8 104,723 die Get A 
77,0001 1,137 124,000 1,741 92,319 fort 8:8 
80,000 3.9 1,215 6.9 |. 122,000 | -1.6 1,783 | 2.4 92,011 se COLO at eet 


709 71,500& FD he B.5 
666 | -6.1 72,500& | 1.4 6.3 | 7.4 
645 | -3.2 73,900& | 1.4 Loa oreo 


963 |-11.6 84,430 | -3.3 8.7 | 8.0 
925: | =3.9 86,000 aa 8:8) 8.5 | 


81,000 1.3 1,100 -9.5 | 122,500 | 0.4 1,675 | -6.1 B1000 hate 9.1 9.6 
25,300 341 125,600 240 94,500 7.2 | 48 
25,750 1.8 276. Velo) 116,300") =7,4 242 | 08 97,440 3.1 1A G2 
26,400 eas 260 —S.0 qin) toD00) pete! 220 We 95,000 “20 98 1°76 
8,186,453 99,257 = 194,317 ee 46 | 48 
8,358,450 2.1 99,627 0.4 = 195,766 | 0.7 = 46 | 46 
8,531,731 2.1 86,090 | -13.6 Fe 177,590. | +9:3 42 | 44 


* Multiple Listing Service (MLS) is a registered t Average MLS price. 


certification mark owned by The Canadian Real 


Estate Association. 


4] Revised figure. 


& Benchmark house price. 


** 1995 values are CMHC forecasts except for the 
1995 April vacancy rates which are actuals. 


SOURCES: CMHC, Statistics Canada and local real estate boards. 


¢ Average price for single-detached, 
semi-detached, row and apartment condo. 


§ Sales data is from TEELA. 
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continued from page 3 markets had 
strong starts activity in 1994 mainly 
due to affordability gains in the 
early part of the year which have 
been partly lost in the first few 
months of 1995 due to higher inter- 
est rates. 

The accompanying chart “Hottest 
and Coolest Markets for New Single 
Houses in 1995” shows the relative 
position of Canada’s 27 major mar- 
kets by comparing how starts and 
average prices are forecast in 1995. 

The “coolest” markets are those 
which are forecast to have both 
declining starts and prices relative to 
1994. These markets are identified in 
the bottom left quadrant. 

The “hottest” markets are those 
which are forecast to have the high- 
est increases in both starts and aver- 
age prices. As shown in the top right 
quadrant, Saskatoon, Regina, Trois- 
Rivieres and Thunder Bay are fore- 
cast to be the “hottest” markets for 
new singles in 1995. 

In Saskatoon and Regina, single 
starts will increase slightly more than 
8 per cent in 1995, representing 400 
units and 425 units respectively. 
These increases will be largely 
driven by the return of move-up 
buyers taking advantage of a 
stronger resale market. 


Trois-Riviéres and Thunder Bay 
are the other “hottest” centres where 
both prices and starts of new singles 
will rise. Sustained demand for sin- 
gle homes, as interest rates ease in 
the second half of the year, will 
push prices higher. 

Ottawa will be the “coolest” 
market where both price and starts 
of singles will decrease in 1995. This 
will be Ottawa’s second consecutive 
year of declining single starts, with a 
41 per cent drop that can be ex- 
plained by a weakening demand 
due to uncertainties related to the 
federal government job cuts now 
underway. 

As shown in the bottom right of 
the chart — the majority of markets 
are forecast to be “Lukewarm”. 
These markets will have fewer 
single starts but increasing average 
prices. In many markets higher 
average prices will be due to an 
increasing share of move-up buyers 
and a smaller proportion of first- 
time buyers. 


Resale market also to 
improve in second half 


As with the new housing market, 
the performance of the resale mar- 
ket will pick up in the second half 


of the year as interest rates level off 
and consumer confidence gains 
strength. However, this will not be 
enough to cause overall 1995 house 
sales to rise in more than one of the 
27 major centres, while sales for all 
centres combined will be 9 per cent 
lower than in 1994. 

Calgary will be the only centre 
with an increase in resales. The local 
forecast indicates sales will recover 
by 2 per cent from the eight-year 
low registered in 1994. As in many 
markets, the rebound will be concen- 
trated in the second half of the year, 
as interest rates ease and move-up 
buyers account for a greater portion 
of sales. 

Despite the easing in interest 
rates in the second half of the year, 
resales in all other major centres will 
decline in 1995 in relation to 1994. 
The biggest declines will be in 
Ottawa (-26.4), Toronto (-14.1), Van- 
couver (-12.1) and Edmonton (-11.9) 
followed closely by Hull (-11.3). 

What’s more, for the first time in 
five years, the price of a typical re- 
sale home in Vancouver is expected 
to remain the same in 1995. How- 
ever, average prices will rise by 
nearly 5 per cent because of an in- 
crease proportion of more expen- 
sive homes being sold. @ 


Hottest and coolest markets for new single houses in 1995 
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continued from page 2 rose 16 per cent 
among the 45-54 age group. 

Buying patterns indicate that tradi- 
tional renters and households pre- 
viously prevented from buying a first 
home were doing a great deal of 
catch up buying in this period. 


Slow comeback for repeat 
home market 


First time and repeat homebuying 
trends help identify major forces that 
shape demand so that market oppor- 
tunities can be identified. For the 
next 2-3 years, trends indicate that 
the repeat market will continue to re- 
cover extremely slowly and that the 
first-time market has already entered 
a phase in which it will be less ac- 
tive than it was in 1990-94. 
Impediments to the move-up 
market appear to be economic and 
market related since the population 
in age groups that traditionally buy 
the most repeat homes has never 
been greater. Economic factors 
include changes in the job market 
which cause job uncertainty despite 
employment growth, low consumer 
confidence, higher consumer debt 
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and higher levels of taxation. These 
impediments are forcing many 
Canadians to delay buying a move- 
up home or to tone down their 
expectations regarding their next 
home. 

As for the the first-time market, it 
has not just been impacted by 
higher mortgage rates. It also cannot 
sustain the exceptional pace it saw 
in 1990-94. In addition, because 
baby boomers are aging, the poten- 
tial homebuying population has 
started a gradual decline. CMHC pro- 
jects households with heads 25-44 
will decline about 2 per cent yearly 
in 1996-2001 after leveling off dur- 
ing 1991-90. 

A continuing slow recovery in the 
move-up market along with a slow- 
down in the first-time markets indi- 
cates that a period of slower home 


sales is at hand. Hence the weaken- 
ing market performance in the first 
half of 1995, and the more down- 
beat market outlooks in the accom- 
panying article.@ 


Note: Readers familiar with our 
previous article may note that 
previous homebuying estimates for 
1980-84, and 1986 were revised on the 
basis of information obtained from 
subsequent surveys. 


ECONOMIC & HOUSING MARKET INDICATORS 


(pages 4 & 5) 
Total Employment: 


Total employment is the number of people employed in the CMA across all 


industries in a particular year. 


Total Housing Starts: 


Total housing starts is defined as the total number of starts for all housing 


types for the year. 


Single New House Price: 


The single new house price is defined as the weighted average price of all 


units sold during the year. 


Number of MLS Sales (residential): 

The number of residential MLS sales is defined as the total number of sales for 
all types of residential dwellings sold through the MLS service for the year. 
The number of MLS sales is supplied by local real estate boards. 


Single MLS Average Price: 


The single MLS average price is the weighted average price of single family 
homes sold through the MLS service for the year. MLS price data is supplied 


by local real estate boards. 


Three-Unit plus Apartment Structures Vacancy Rates: 


The three-unit plus apartment structure vacancy rate is the overall private 
market vacancy rate reported in the Rental Market Survey for both April and 


October. 
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Buyers Want Energy Efficient 
Green Homes 


CMHC study on Consumer | 

Preferences in the 1990s 

shows that buyers put fea- 
tures that have to do with energy ef- 
ficiency and the environment high in 
their checklist when buying a new 
home. In the survey, Canadians 
were asked a number of questions 
relating to the features they want in 
their next home. 

Four of the top five and five of 
the top ten consumer preferences 
were related to energy efficiency 
and the environment. 

A number of reasons were cited 
for buying homes with these fea- 
tures. The most important was to 
save money through lower energy 
and water bills. For example, super 
energy efficient R-2000 homes can 
lower energy bills between 25 and 
50 per cent. There were also the 
views that new homes with these 
features give homeowners a higher 
resale value and that energy efficient 
features increase the durability of 
homes. 

In addition to the economic con- 
siderations, respondents also indi- 
cated that these features were 
important because they increased 
the comfort of their home, improved 


indoor air quality and helped pro- 
mote environmental considerations. 

The survey results also revealed 
that many Canadians are aware that 
R-2000 homes contain most if not all 
of the energy efficiency and environ- 
mental features they are looking for. 
Surprisingly though, 50 per cent of 
respondents were either not aware 
of the R-2000 concept, or not suffi- 
ciently aware to comment either 
positively or negatively about it. 

Of those who were aware, 75 per 
cent indicated that R-2000 homes are 
a good idea. Fewer than 20 per cent 
felt these homes were not a good 
idea, citing concerns about indoor 
air quality or the added expense of 
building a R-2000 home, estimated 
at between $ 6,500 to $ 8,500 for a 
single family home. 

When Canadians were asked 
about the pay-back period to justify 
an expenditure on an energy- 
efficient feature for their home, most 
said they expect to reach a break- 
even point in one to five years, with 
the largest single group (47 %) indi- 
cating three years. 

Overall, the survey findings show 
that Canadians think new home fea- 
tures that increase energy efficiency 
and help the environment are good 


Preferred Features of New Home 


Per Cent* 


1. More efficient WINGOWS. ...........:..csccceccssccsecsssceseceresecseesnee 10 
2. More efficient inSulation.............cc.ccccecssesecsseneseeteeeceeeeeeee 75D 


3. Water conserving fixtures and appliances.............. eae 49 
4. More efficient lighting............:ccssssesesssccesetetteeeeeee 48 
BY Easwiless maintenance saan ccna eee ecaausaeame aan 40 
6. “Play MOON VaMiyerOOt is cce ec isacnanes ee tea ernneees 39 
7. Computer controlled air exchange..................0000002. 30 
B. UB PACS esas ae cos ious cacteepvu an aaah aneeee ena or nario aoa ag 20 
9. Appliances included sci... cisesn. sete ont eens 24 
10; Segurity Systeme. sect atl weaee athe dae eee 22 


* Per cent indicating extremely important, Multiple responses possible. Responses pertaining to 
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energy and the environment indicated above in bold. 


ideas and extremely important in the 
decision making process for their 
next home. 

Surprisingly, about half of all 
potential home buyers are not aware 
that the energy efficient environ- 
mental options they want in their 
future home are available today 
through comprehensive and pro- 
grams like R-2000 or from a wide 
range of features that builders can 
easily provide. 

The research study is entitled 
“Consumer Housing Preferences in 
the 1990’s: An In-depth study of 
What Baby Boomers, Empty Nesters 
and Generation X Want in Housing — 
Now and in the Future.” For further 
information on how to purchase this 
study call 1-800-668-CMHC.™ 
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Rates slide in the first half of 1995 
boosting affordability 


A ffordability has rebounded in 
1995 after sliding in the last 
half of 1994. A drop in mort- 
gage rates and flat house prices have 
boosted affordability. The percentage 
of renters who can afford to buy a 
starter home has risen to 30 per cent 
in the first half of 1995, up from 27 
per cent in the last part of 1994. 
However, average affordability in 
the first six months of 1995 was still 
below the same period last year. In 
the first half of 1994, one-third of 
renters could afford to buy. Record 
low mortgage rates early last year 
which cut carrying costs for home- 
buyers have not been repeated in 
1995. On a positive note, recent de- 
clines in rates have lowered monthly 
payments and lifted affordability. 


Spring rate drops bode well for 
rest of 1995 
Mortgage rates have fallen by more 
than two percentage points between 
January and the end of July. By July, 
affordability had surpassed the first 
half 1994 level. At July’s rate of 8.125 
per cent, 35.5 per cent of renters 
could afford to buy — up two per- 
centage points from last year’s Janu- 
ary to June average. The three-year 
mortgage rate, which is the basis for 
CMHC’s affordability indicators, was 
as high as 10.5 per cent in January. 
For the remainder of 1995, CMHC 
expects mortgage rates to level out 
and the three-year rate should aver- 
age close to 8 per cent over the last 
six months. House prices are also 
forecast to remain fairly stable in 
most centres over the next six 
months as demand remains 


moderate. The combination of slow 
price movement and lower mortgage 
rates will spell a modest improve- 
ment in affordability in the coming 
months. In the last half of 1995, 36 
per cent of renters are expected to 
be able to afford their first home. 


Affordability in the biggest three 
centres: Montreal, Toronto and 
Vancouver 

Montreal remains the most affordable 
of the largest centres due to its 
relatively low prices and abundant 
supply of homes on the market. The 
share of Montreal renters who could 
buy is nearly ten percentage points 
higher than in Toronto. A starter 
home in Montreal averages just 

over $100,000. 


In Toronto, 23.2 per cent of renters 
could afford to move into their first 
home in the first six months of 1995. 
This is up from 20.7 per cent in the 
last half of 1994 and nearly four times 
the low reached in 1990 of 6.3 per 
cent. Like Montreal, prices remain flat 
in Toronto and this has helped contrib- 
ute to affordability gains since the last 
half of 1994. The average priced starter 
home in Toronto is $169,000. 

Vancouver has seen some price 
moderation over the last six months 
but affordability remains low because 
of the high price tag on homes. Just 
under 20 per cent of renters can afford 
to purchase a house in the first two 
quarters of 1995. Vancouver has the 
most expensive starter homes in the 
nation, with an average price of 
$188,000. 


continued on next page 


Affordability up in 1995 
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Last spring’s first-time buying 
boom not repeated in 1995 

Last spring’s explosion in first-time 
buying was not repeated this year. 
Loan approvals under CMHC’s First 
Home Loan Insurance Program 
(FHLI or Five Per Cent Downpay- 
ment Plan) fell by 22 per cent in the 
first half of 1995 compared to the 
same period last year. 

This drop is not surprising consid- 
ering that last year’s boom was set 
off by mortgage rates which were at 
record lows and beginning to climb, 
and a stronger job market. Three- 
year mortgage rates which bottomed 
out at 6.5 per cent in early 1994, 
averaged over 9.5 per cent in the 
first six months 1995. 

However, when compared with 
the first half of 1993, when mortgage 
rates were actually about 1 percent- 
age point less than the first half 
average in 1995, FHLI activity is up 
28 per cent. Thus, although first-time 
buying activity is down, it is still 
quite strong relative to 1993. In addi- 
tion, recent decreases in mortgage 
rates have led to a pick up in loan 
approvals. 


Most affordable in the east or 
Saskatchewan 

The most affordable areas in Canada 
are found in the east or in Saskatche- 
wan. Chicoutimi, the most affordable 
place in Canada, saw half of its 
renters in a position to buy in the 


In the Next Issue 
to be released 
December 14 
Canada Mortgage 
and Housing 


Corporation 

will be reporting 

the first 1996 
forecast for 

Census Metropolitan 
Areas 


first two quarters of 1995. This is 
because Chicoutimi has the lowest 
average starter home price of all 
centres — $67,000. 

At least 40 per cent of renters were 
able to buy their first home in Saint 
John, Charlottetown, St. John’s 
Regina, Halifax and Trois-Rivieres. 
Lower house prices are the key in 
making these centres very affordable. 


Not surprisingly, the least afford- 
able areas are in Victoria, Vancouver 
and southern Ontario centres. 
Victoria the least affordable place in 
Canada has the second highest 
starter home price at $177,000. As a 
result, carrying costs on a mortgage 
are relatively high leaving only 17 
per cent of renters in Victoria able to 
afford homeownership. @ 


The Percentage of Renters Who Can Afford to Buy 
a Starter Home — 1994 to 1995 


(Ranked from Highest to Lowest Based on Total Households January to June 1995) 


CENSUS 1st half of 94 | 2nd half of 94 1st half of1995 
METROPOLITAN 

AREAS (CMA) Total* Total* Total Family Non-Family 
Chicoutimi 51.9 46.6 50.6 57.5 36.0 
Saint John 47.6 46.3 43.8 46.7 38.1 
Charlottetown 46.7 39.8 43.1 48.1 36.9 
St. John’s 441 ore6 42.7 41.8 44.4 
Regina 44.8 40.8 41.5 45.0 37.6 
Halifax 44.0 38.9 40.9 47.8 31.4 
Trois-Riviéres 43.0 40.3 40.9 48.9 29.8 
Québec 40.5 33:0 39.2 49.8 27.1 
Hull 40.2 35.2 39.0 46.5 25.7 
Saskatoon 42.7 39.5 39.0 44.2 30.2 
Edmonton 42.4 Sie 38.7 45.3 30.2 
Thunder Bay 39.3 33.8 of 44.0 27.3 
Calgary 40.7 Riche) 36.5 43.6 27.9 
Sherbrooke 38.9 33.7 36.1 45.4 24.1 
Winnipeg 39.5 34.9 35.6 42.4 2 
Sudbury 38.3 3 34.3 40.6 23. 
Montreal | 35.7 30.6 32.8 42.2 20.7 
Oshawa ST 30.5 Oat 38.2 19.6 
St. Catharines 33.6 28.1 325 36.8 24.6 
Windsor 35.9 29.1 30.3 34.9 23:3 
London 30.8 25:5 29.2 37.0 19.0 
Kitchener 31.9 25.2 28.4 34.6 17.8 
Ottawa 28.9 24.6 26.6 34.4 ers 
Hamilton 27.6 222 24.2 30.6 13.9 
Toronto 21.2 20.7 23.2 28.2 16.3 
Vancouver 22.4 18.3 19.7 26.7 Vea 
Victoria 18.0 12.8 16.8 AR he 9.0 
Metropolitan | 

Area Total Baie 2h 30.0 Si 20.8 


* Revised in some areas since last publication. 
Source: CMHC. 
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first timers 


@ | alf of the new homes sold 

in the first six months of 
1995 were affordable to po- 

tential first-time buyers. This is the 

same level seen in the January to 

June period last year. Relatively 

low mortgage rates, flat prices, and 

builders continuing to target the 

first-time buyer account for the 

high affordability of new homes. 


While the overall percentage of 
affordable new homes sold across 
all major centres has remained the 


| same as the first half of 1994, 


individually, most areas saw a drop 
in new housing affordability. How- 
ever, because most southern 
Ontario centres showed big gains, 
this allowed the national average 
affordability of new homes to 
remain stable. 


Oshawa and Toronto saw the 
biggest improvement in new home 
affordability. In Oshawa, the share 


N | early half of the listings on 
the resale market are 
within reach of prime first- 

time buyers. Forty-nine per cent of 
the listings in Canada’s major urban 
areas are affordable to potential 
first-time buyers. 


Overall listings on the market 


have increased by 18 per cent, and 
this has kept a lid on prices. Abun- 
dant supply, price stability and 
relatively low mortgage rates are 
the key factors keeping the resale 
market affordable. 

In 15 of the 23 centres reporting 
data, at least half of the homes put 
up for resale are affordably priced. 
First-time home shoppers have the 
greatest selection in Regina where 
CMHC 
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of affordable new homes sold shot 
up from 55 per cent in the first half 
of 1994, to 80 per cent in 1995. In 
Toronto, almost half of all homes 
sold in the first six months of 1995, 
were within reach of first timers — 
up from 31 per cent last year. 

St. Catharines, Hamilton, Kitchener, 


Top Five Most Affordable New 
Home Markets 


Per Cent of New Construction 
Affordable 


Chicoutimi 94 
Trois-Riviéres 92 
St. John’s 81 
Oshawa 80 
Halifax vie 


Source: CMHC. 


over 90 per cent of the homes are 
affordably priced. At least 70 per 
cent of the listings are priced to 


Top Five Most Affordable 
Resale Markets 


Per Cent of Listings Affordable 


Regina 92 
St. John’s 84 
Saskatoon 80 
Chicoutimi 74 
Saint John 73 


Source: CMHC. 
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Half of new homes sold affordable to 


and Ottawa also saw more afford- 
able new home markets in 1995. 


The improvement in affordability 
in southern Ontario centres is in 
large part due to an effort by build- 
ers to reach first-time buyers with 
less expensive homes. Prices of 
new homes have also remained 
fairly flat in Ontario centres. Apart- 
ment and row condominiums and 
freeholds are becoming the popular 
choices for first-time buyers. 


The most affordable new home 
markets are still found east of 
Ontario. Chicoutimi leads the 
nation with 94 per cent of new 
home selling for prices a first-timer 
could afford. The least affordable 
areas are in southern Ontario, 
Winnipeg, Victoria and Vancouver. 
Windsor has the least affordable | 
new home market with just 17 per 
cent of sales within range of first- 
time buyers. @ 


Nearly half of all resale listings priced 
within reach of first-time buyer 


suit first-time buyers in five other 
centres — St. John’s, Saskatoon, 
Chicoutimi, Saint John and 
Winnipeg. 

The least affordable resale 
markets are found in Victoria, 
Vancouver and southern Ontario. 
In Victoria, 23.8 per cent of listings 
are affordable while in Vancouver 
the figure is 29.8 per cent. How- 
ever, these are the only housing 
markets where less than 40 per 
cent of the resale listings are priced 
with the grasp of first-time buyers. 
Even in southern Ontario centres 
like St. Catharines, Windsor, 
Kitchener and Ottawa at least 40 
per cent of the market is affordable 
to potential starter homeowners. 


Supply Affordable to Potential First-Time Buyers 
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MAXIMUM RESALE AFFORDABLE 
CENSUS 1995 AFFORDABLE SUPPLY NEW 
METROPOLITAN FAMILY INCOME HOUSE PRICE* AFFORDABLE MOST PREVALENT CONSTRUCTION** 

_AREA (CMA) TYPE $ $ % HOUSE TYPE % 

Victoria Family 59,586 180,132 35.1 Condo Apartment 39.9 

Non Family 46,634 140,122 14.9 Condo Apartment 20.0 

Total 54,320 164,267 23.8 Condo Apartment 30.0 

Vancouver Family 66,375 205,667 34.2 Newert Townhouse 39.9 

Non Family 55,047 168,242 23.8 Newer Condo Apt. 27.4 

Total 61,491 189,108 29.8 Oldert Townhouse; New Condo Apt. Saks 

Edmonton Family 49,969 144,547 50.2 New 2 Storey; 1 Storey 56.9 

Non Family 41,674 118,339 39.1 New Split; Existing Bungalow 25.4 

Total 46,423 133,503 46.5 New Split; Existing Bungalow 441 

Calgary Family 54,143 164,340 N/A N/A 56.9 

Non Family 45,234 137,299 N/A N/A 302 

Total 50,255 152,538 N/A N/A 46.9 

Saskatoon Family 51,756 145,168 83.1 Bungalows; Split Level 60.5 

Non Family 46,996 131,819 79.3 Bungalows; Split Level 52.9 

Total 49,794 139,667 80.5 Bungalows; Split Level 58.1 

Regina Family 54,098 149,779 95.6 Bungalow 64.2 

Non Family 49 054 135,812 89.1 Bungalow Dot 

Total 51,866 143,599 91.9 Bungalow 59.7 

Winnipeg Family 47,299 128,299 79.9 Bungalow; 2 Storey 33.9 

Non Family 38,455 104,310 75.9 Bungalow; 2 Storey 12.9 

Total 43,232 117,267 70.1 Bungalow; 2 Storey 20.6 

Thunder Bay Family Jo000 165,233 (hoes Bungalows; 2 Storey 42.2 

Non Family 42,332 125,905 58.9 Bungalows; 1 Storey; Row/Apt 17.9 

Total | 50,205 149321 68.4 Bungalows; 1 Storey; Row/Apt ral i 

Sudbury Family 52,682 153,502 74.0 Bungalow 70.0 
Non Family 40,853 119,034 51.0 Bungalow 17.1 

Total 48,647 141,744 69.0 Bungalow 54.3 

Windsor Family 49,796 138,038 47.5 One Floor; 1 Storey; 2 Storey 20.2 

Non Family 41,567 115,225 Su One Floor; 1 Storey; 2 Storey 8.8 

Total 46,540 129,010 42.4 One Floor; 1 Storey; 2 Storey Wer) 

London Family 49 643 140,295 56.1 Row Condo; One-floor 37.1 

Non Family 40,538 114,565 32.3 Row Condo; One-floor 13.4 

Total 45,910 129,745 45.6 Row Condo; One-floor 24.7 

Kitchener Family 90,945 142,665 54.4 Row Condo; Semi: 1 1/2 Storey 45.4 

Non Family 40,559 113,581 als Row Condo; Apt Condo 1.0 

Total 47,151 132,041 43.8 Row Condo; Semi; 1 1/2 Storey 35.9 

St. Catharines- Family 47,266 133,493 50.1 Split Level; Bungalow 67.5 

Niagara Non Family 38,563 108,914 28.0 Row Condo; Condo Apt. 42.2 

Total 44 158 124,715 41.6 Bungalow 47.7 

Hamilton Family 51,909 145,576 N/A N/A 43.1 

Non Family | 40,384 113,254 N/A N/A 0.2 

Total 47,467 133,118 N/A N/A 24.4 


FS 


Supply Affordable to Potential First-Time Buyers (cont'd) 


| MAXIMUM | = RESALE | AFFORDABLE 
CENSUS 1995 AFFORDABLE SUPPLY | NEW 
METROPOLITAN FAMILY INCOME HOUSE PRICE* AFFORDABLE MOST PREVALENT CONSTRUCTION** 
AREA (CMA) IPE $ $ % HOUSE TYPE % 
Toronto Family 63,000 177,362 N/A N/A 60.1 
Non Family D2 ocr 147,316 N/A N/A ws 
Total 58,581 164,923 N/A N/A 48.8 
Oshawa Family 57,185 161,568 N/A | N/A | 84.7 
Non Family | 47,947 135,467 N/A | sONVA 50.2 | 
Total 54,584 154,219 N/A N/A 80.4 | 
Ottawa Family 56,726 153,312 52.1 Bungalow; Townhouse 76.4 | 
Non Family 46,208 124,885 29.4 Townhouse 6.7 
Total 52,006 140,556 43.9 Bungalow; Townhouse 59.7 
Hull Family 47,395 126,542 56.0 Bungalow ier 
Non Family 38,370 102,445 37.0 | Bungalow 41.0 
Total 44.311 118,306 53.0 Bungalow 61.0 
Montréal Family 49,405 133,980 61.3 All Types 76.3 
Non Family 38,987 105,728 35.0 Bungalow; Condo 47.4 
Total 45,268 122,759 54.2 All Types 66.8 
Trois-Riviéres Family 41,616 I VaasTe N/A N/A 94.0 
Non Family 34,130 92,064 N/A N/A | 86.8 
Total 38,819 104,711 N/A N/A 92.1 
Sherbrooke Family 41,713 110,372 62.6 Bungalow; 2 Storey 68.4 
Non Family 32,875 86,986 39.2 Bungalow 30.4 
Total 38,310 101,367 53 Bungalow 63.9 
Québec Family 45,599 116071 66.5 All Types 64.5 
Non Family 36,958 89611 40.0 All Types She. 
Total 42,039 105257 57.4 All Types 54.9 
Chicoutimi- Family 43,736 117,247 76.7 Bungalow 94.1 
Jonquiére Non Family 35,416 94,944 60.1 Bungalow 80.2 
Total 44,492 111,231 73.6 Bungalow 94.1 
Saint John Family 44 700 127,779 72.6 Modest 2 Storey ES 
Non Family 39,693 113,466 59.6 Split Entry 68.8 
Total 42,913 122,670 72.6 Modest 2 Storey 74.0 
Halifax Family 49,684 144,120 . 64.5 2 Storey 77.8 
: Non Family 43,502 126,186 52.5 Semi-Detached 66.1 
Total 47,235 137,014 60.0 Split Level 75.1 
St. John’s Family 47,834 134,435 83.5 Bungalow 81.1 
Non Family 47,579 133,717 83.1 Bungalow 81.1 
Total 47,747 134,191 83.5 | Bungalow 81.1 
Charlottetown Family 44.888 127,140 64.3 All Types 76.0 
Non Family 35,858 101,563 41.0 Bungalow 5ic8 
Total 41,044 116,251 52.8 | All but 2 Storey 68.0 
Metropolitan Family | 56.1 | | 60.9 
Area Total Non Family 37.1 | | 2 
Total | 493 | | 50.3 
* Calculated with a mortgage rate of 9.6 per cent. t¢ Older is ten years old or more. Sources: CMHC, local Real Estate Boards and 
** Percentage of new dwellings sold at or below the N/A is data not available from the local real estate Statistics Canada. 
maximum affordable house price. board. 


t Newer is five years old or less. 
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Understanding homebuyer key to cornering market 


@ | ow does today’s builder or 
realtor maintain a competi- 
tive edge in a market chock 

full of affordably priced homes? The 
answer is by knowing where to find 
prospective first-time buyers and 
understanding their preferences. 

First-timers are the key housing 
consumers of the 1990s, dominating 
the markets of most Canadian cen- 
tres. Their current purchasing power 
is due to improved affordability, the 
federal First Home Loan Insurance 
(FHLD program and the Homebuy- 
ers’ Plan, a program that permits con- 
sumers to make temporary use of 
their RRSP funds to acquire a home. 

Thanks to four years of surveys of 
FHLI participants, Canada Mortgage 
and Housing Corporation (CMHC) 
has gathered a large amount of data 
on first-time buyer behavior and 
preferences. The information can be 
used to create a four-year profile of 
this powerful consumer group so as 
to better understand their current 
and future needs. The profile can 
show who these consumers are, how 
they are financing their homes and 
what they are buying. Such informa- 
tion can help builders and realtors 
track down local market niches, 
plan products and locate potential 
customers. 

An important conclusion to draw 
from the FHLI surveys is that im- 
provements to affordability, such as 
what happened during the first half 
of 1995, usually speed up sales by 
some types of first-time buyers more 
than others. Long-term renters, 


renters over 40 years of age, single 
adults and single-income households 
and buyers in the $40,000-$50,000 
income bracket make-up the lion’s 
share of demand when affordability 
is on the increase. 


Ages and incomes of first-time 
buyers changing 

First-time buyers in the 1995 survey 
tended to be younger than in 1994. 
This reflects affordability losses in 
the second half of 1994 which have 
caused some older people to defer a 
home purchase. The data suggests 
that many people who could not 
afford a home for much of their lives 
finally took the plunge in late 1993 
and early 1994 because of low 
mortgage rates. 

According to the 1995 FHLI survey, 
most first-time buyers today are aged 
20 to 44 and half are younger than 31. 
This median age — 31 — is the same 
as in 1993, while in 1994 the median 
age of first-time buyers was 33. 

The percentage of the first-time 
buying public aged 50-plus rose 
from 1 per cent in 1992 to 6 per cent 
in 1994, before falling back to 2 per 
cent in 1995. 

Today, affordability is on the rise 
again, which may mean increased 
opportunities to cater to the older 
buyer. Prospects may be especially 
good in higher-priced centres, where 
large numbers of mid- to low-income 
consumers had to defer homebuying 
during the more expensive 1980s. 


First-time Buyers (FHLI) 


1992 1993 1994 1995 

Social-economic 

Median Age 29 31 33 31 

Median Income 49,000 41,000 44,000 42,000 
Financial 

Average GDS 24% 23% 23% 24% 
Per cent of buyers 

with minimum down N/A 72% 75% 69% 
Purchasing behavior 

Single-detached 66% 72% 65% 69% 

Townhouse 17% 9% 9% 9% 

Existing n/a 86% 83% 84% 

Price (existing) 95,889 94,083 96,723 92,737 


As our chart shows, the median 
incomes of first-time buyers have 
generally declined since 1992. The 
median was pulled down as more 
mid- to low-income consumers made 
the switch to homeownership. They 
were responding to buying opportu- 
nities that opened up in more and 
more markets for households with 
incomes of $40,000-50,000. Conse- 
quently, the median household 
income of FHLI buyers has fallen 
from about $49,000 in 1992 to 44,000 
in 1994 and $42,000 in 1995. 

The decrease in the median 
income of FHLI participants can be 
linked to a shift in the occupations 
of first-time buyers. In 1992, the first 
year of the program, 17 per cent of 
buyers identified themselves as 
professionals. The figure jumped to 
26 per cent in 1993, and fell back to 
17 per cent in 1995. People in trades 
comprised 29 per cent of FHLI home- 
buyers in 1994, but only 22 per cent 
in 1995. The labourer group rose 
from 4 per cent in 1994 to 10 per 
cent in 1995. 

Another interesting fact is that 
when affordability peaked in early 
1994, more single persons bought 
their first home. In the 1994 survey, 
20 per cent of the FHLI participants 
were single persons, compared 
with only 17 per cent in both 1992 
and 1995. 

Divorced, widowed or separated 
consumers have also increased and 
now account for 9 per cent of the 
market. 


Surmounting downpayment 
problems 

The downpayment required for 
home purchase is a hurdle that 
affects potential buyers of all ages. A 
person may have the steady income 
needed for monthly mortgage pay- 
ments, but still find it hard to scrape 
together the initial lump sum. 

The introduction of the FHLI in 
1992 has improved downpayment 
affordability for many homebuyers. 
The program allows participants to 
purchase a first home with a down- 
payment as small as 5 per cent of the 


home’s value, continued on page & 
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Costs and Incomes for Demand Affordability Indicator 


AVERAGE MONTHLY INCOME 
STARTER MONTHLY ANNUAL TOTAL REQUIRED 

CENSUS HOUSE MORTGAGE ANNUAL HEATING CARRYING | TO CARRY HOUSING 
METROPOLITAN PRICE COST TAXES COSTS COSTS COSTS 
AREA (CMA) ($) ($) ($) ($) ($) ($) 

JAN-JUN  JAN-JUN | JAN-JUN = JAN-JUN | JAN-JUN*  JAN-JUN | JAN-JUN* — JAN-JUN | JAN-JUN = JAN-JUN- | JAN-JUN) = JAN-JUN 

1994 1995 1994 1995 1994 1995 1994 1995 1994 1995 1994 1995 

Victoria iF 86,364 177,046 | 1,329 1,413) 1,549 1,636 657 657 | 1,513 1,604 | 56,735 ~ 60,145 
Vancouver 193,495 188,555 | 1,374 1,497 | 1,541 Tote 447 A984 54003). 1-668: |67,756 62,550 
Edmonton 106,487 104,141 762 831 1,347. 1,350 612 631 926 996 | 34,709 37,353 
Calgary 121,725 120,186 871 959 1,303 1S 046 590 1,026 1,114 | 38467 41,793 
Saskatoon 82,139 82,586 588 659 1,570 1592 689 644 776 845 | 29,110 31,701 
Regina 115220" 981 0;099 593 614 2,020 2,070 668 625 TEE 838 | 29,131 31,433 
Winnipeg 81,245 81,245 582 648 | 2,230 2,339 790 819 833 911 | 31,248 34,181 
Thunder Bay | 113,156 107,945 810 861 1,331 1,329 907 971 O97 8% 1,053 |.37,371. 39,492 
Sudbury 110,159 111,582 789 890 | 1,571 1,558 836 878 989 1,093 | 37,094 41,003 
Windsor 107,374 111,810 769 892 | 1,600 1,660 727 684 963 1,088 | 36,098 40,783 
London 124,668 118,729 892 947 1,636 1,665 (20 684 1,089 1,143 | 40,854 42,869 
Kitchener 131,057 129,480 938 1,033 Dive 2,131 727 684 1,176 1,268 | 44,084 47,544 
St.Catharines- 

Niagara 110,510 104,513 791 G34 18835 GAT 690 650 | 1,006 1,050 | 37,708 39,391 
Hamilton 139,359 . 138,412 998: 4,105 |. 2,099: 2,098 727 684 | 1,233 1,336 | 46,244 50,113 
Toronto 168,350 169,242 | 1,205 1,351 2,749 2,749 690 B50 1 AG? 6841 56.942 61 267 
Oshawa 138,995 140,151 995 1,118 2,380 2,374 690 650 1204 1,370 | 46,908 51,389 
Ottawa 139,903 135,356 1,002 1,080 2,935 2,963 751 707 1,309 1386°7°549.075° 51,972 
Hull 98,116 93,293 702 744 1,941 1,946 1,273 1,265 970 1,012 | 36,385 37,954 
Montreal 102,890 101,102 737 807 1° 1,9387- < 1,951 1242 1,284.) 4,001 1,072 | 37,556 40,210 
Trois-Riviéres | 71,995 70,388 515 562 | 1,409 1 409 5° 17323" 1,35 743 789 | 27,865 29,576 
Sherbrooke 78,423 77,728 561 G20 179 1592 15,353. 31,345 806 865 | 30,215 32,438 
Quebec 86,378 82,183 618 656 1,956 1,970 1,353 1,345 894 932 | 33,529 34,951 
Chicoutimi- | 

Jonquiére 70,238 67,274 503 937 1,527 15032 1,404 1,395 747 781 | 28,015 29,280 
Saint John 79,057 ~=81,070 566 647 1,113 1,160 1,165 1,063 756 832 | 28,342 31,208 
Halifax 105,054 101,901 752 B13.4)001,867 = 1,366; 11,000 912 949 = 1,003 | 35,598 37,611 
St. John’s 91,820 87,036 657 O95 a) at 97 eo 1j097 2) > a3189° | 1155 848 882 | 31,787 33,081 
Charlottetown | 75,370 74,726 540 596 | 1,058 1,405) 1,033 1,043 739 800 | 27,706 30,008 


Sources: CMHC and Natural Resources Canada. 
Note that the taxes do not include any rebates. 
* Revised figures in some areas since last publication. 
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continued from page six 


instead of the 25 per cent required 

for a conventional mortgage. For 
most FHL] homebuyers this amounts 
to less than $6,000. According to the 
survey, if the FHLI had not been 
available, about 45 per cent of 
participants would have delayed 
their home purchase by three or 
more years. 

The FHLI survey shows that the 
percentage of buyers who put down 
the minimum 5 per cent against 
home purchase declined from 75 per 
cent in 1994 to 69 per cent in the 
1995 survey. Decreased affordability 
and shaky consumer confidence in 
the second half of 1994 meant that | 
potential buyers were wary of put- 
ting down just the minimum down- 
payment and preferred to wait until 
they had a larger lump sum. 


Over the four-year period, 
however, most FHLI buyers have 
used the minimum downpayment 


Sources of downpayments 
Personal savings was the major 
source of downpayment funds for 
most FHLI participants in 1995. 
About 75 per cent of survey respon- 
dents listed this as their key 
resource. Another 18 per cent identi- 
fied RRSPs as a major source, while 
13 per cent mentioned personal gifts. 
When specifically asked whether 
they used funds from their RRSPs for 
downpayments, 30 per cent of FHLI 
buyers said yes, up from 23 per cent 
in 1993 and 25 per cent in 1994. It 
seems that more consumers are 
becoming aware of, and taking 
advantage of the Homebuyers’ Plan. 
The 1995 survey does not reveal 
how long first-time buyers had to 


DEMAND AFFORDABILITY 
INDICATOR 


Per Cent of Renters Who Can Afford: 

This represents the percentage of renter house- 
holds in the prime home buying age group of 20 
to 44 years, who have an income equal to or 
greater than the income required to purchase an 
average starter home. All family and non-family 
households in the 20 to 44 age group are included 
in the analysis. Renter households who qualify for 
NHA social housing programs are also included. 


Average Starter House Price: 

The average starter house price is defined as the 
average price for an NHA insured existing home 
and includes the following house types: single; 
semi-detached; rowhouse; mobile home; and apart- 
ment condominium. NHA insured homes are typi- 
cally bought by young first-time buyers with less 
than 25 per cent downpayment. The price is the 
average for each six month period. This price ex- 
cludes those homes insured under the five per cent 
downpayment program. 


Monthly Mortgage Cost: 

The monthly principal and interest payment 
associated with the average starter home price, as- 
suming a 10 per cent downpayment. The required 
mortgage insurance premium has been added to 
the mortgage balance. 


Property Taxes: 
Average property taxes for a dwelling owned and 
occupied by its owner. Data are CMHC estimates. 


Heating Costs: 
Average heating costs representative of a starter | 
home. Data are from Natural Resources Canada | 
and include the Goods and Services Tax. 


Total Monthly Carrying Costs: 
Total of monthly payments required for principal, 
interest, average property taxes, and heating costs. 


Income Required to Carry Total Costs: 
The income required to service the mortgage pay- 
ments, property taxes and heating costs, assuming 
a 32 per cent gross debt service ratio. 


CMHC 


Mortgage: 

A three-year term closed mortgage was assumed 
with a 25 year amortization period. An average 
mortgage rate of 7.6 per cent was used for the first 
half of 1994 and a rate of 9.6 per cent was used for 
the first half of 1995. 


SUPPLY INDICATORS 
Renter Household Types: 


Renter households aged 20-44 who have the 
potential to become home owners in the near fu- 
ture are included in the supply analysis. They are 
classified as either a non-family household, which 
includes households of one or more unattached 
persons or family households which include at 
least one economic family. An economic family is 
defined as a group of related individuals sharing a 
common dwelling unit. Total households refers to 
all households, family and non-family. Low in- 
come renters eligible for NHA social housing pro- 
grams have not been included in the supply 
indicators. 


Maximum Affordable House: 

Maximum price a household could afford based 
on its income and assuming a 32 per cent gross 
debt service ratio to service the mortgage payment, 
property taxes and heating costs. A three year 
mortgage rate of 9.6 per cent is used and a 10 per 
cent down payment is assumed. 


Resale Supply Available: 
The per cent of MLS active listings at or below the 
maximum affordable house price. 


Most Prevalent Resale House Types: 

The house types most often listed in the supply of 
active MLS listings. The house types are not exclu- 
sive of other house types that could also be in- 
cluded in the supply available. 


Affordable New Construction: 

The per cent of new single, semi, apartment or 
row dwellings sold at or below the maximum af- 
fordable house price. 
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save to accumulate their downpay- 
ment funds. But it does show that 
half of them rented for five years or 
longer prior to buying. It also shows 
that once these consumers decided 
to buy, they made the move fairly 
quickly. In 1995, about 43 per cent 
of buyers purchased their homes 
within two months of making the 
decision, up from 29 and 31 per cent 
in 1993 and 1994. This may have 
been due to improved consumer 
confidence caused, in turn, by a 
stronger job market. 


Buyers still favour 
single-detached homes 

The FHLI surveys show that although 
consumers’ incomes have declined in 
the 1990s, homebuyers in most mar- 
kets still favour the existing single- 
family home. The proportion of FHLI 
participants who bought single- 
detached homes slipped briefly to 65 
per cent in 1994 from 72 per cent in 
1993. This can be explained by an 
increase in the number of older and 
single-person first-time buyers prior 
to that survey. @ 
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Migration key to 
market opportunities 


in 1990s 


he strongest housing markets 
in the 1990s will be those 
driven by migration demand. 
Migration trends and the demo- 
graphic background of movers can 
therefore give a good idea of where 
the Opportunities of the future lie. 
This article presents an analysis of 
newly released local migration data 
and answers the questions: where 
are people moving in Canada, and 
what does this mean for the housing 
industry? 


Toronto and Vancouver 
have the most migration 


Toronto and Vancouver are the 

two most popular destinations for 
Canadians relocating to another part 
of the counuy or moving to Canada 
today. These housing markets are 
therefore among the most active in 
the country. Vancouver has seen high 
housing starts and resales in the 
1900s. And while demend in Toronto 
is lower than it was in the 1980s, it is 
sull strong and prices are high. 

CMHC’s analysis is based on 
newly released Statistics Canada 
preliminary estimates of all movers 
leaving and arriving Census Divi- 
sions (CDs) in 1993-94. 

Where markets cover several 
CDs (e.g., Toronto and Montreal) 
they are grouped to approximate 
that market area. Analysis examines 
not only the net migration flow to 
and from these markets, but also 
demographic segments associated 
with the: 


— 18-24 year olds 
~ 25-44 year olds 
— +5-64 year olds 


¢ rental market 
e buyer market 
¢ empty nesters 
¢ retirement market - 65+ vear olds 
Toronto is the top destination if 
all the areas that make up Greater 
Toronto are grouped. About 35.000 
more people moved into this region 
than moved out between July 1993- 


June 1994, 


B.C. growth spread across 
province 


While the Greater Vancouver 
Regional District was the most popu- 
lar destination for movers in B.C.. 
seven other CDs across the province 
were also in the top 15 list. These 
include Victoria. Central Fraser 
Valley, Fraser-Cheam. Nanaimo, 
Kelowna, Comox-Strathcona and 
Kamloops. The latter five are interest- 
ing because they are the only top 15 
mover destinations neither within 
nor adjacent to one of the 27 major 
urban markets. 

Leading destinations in other 
provinces included Calgary, Mont- 
real, Barrie, Ottawa. Windsor and 
Kitchener. 

Compared with Toronto and 
Vancouver, Montreal's migration is 
low relative to the size of its market. 
All of this city’s popular mover desti- 
nations were off Montreal Island 
(MUC) in areas like Laval and 
nearby Vallée-du-Richelieu. Suburban 
localities have been receiving many 
migrants at the expense of Montreal 
Island itself. 


continued on next page 
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Top 15 Destinations for 
Movers During 1993-94 


Market Census Net 
Division Migration 
Toronto/ Peel 18,314 
Oshawa York 14,869 
Metro Toronto 11,673 
Durham 6,220 
Hatton 3,691 
TOTAL 54,767 
Vancouver G.VR.D. 37,015 
Dewdney-Allouette 2,051 
TOTAL 39,066 
’ Calgary Alberta Division 6 8,823 
Montreal Valiée-du-Richelieu 2,126 
Lajemmerais 1,112 
Laval 2,305 
Les Moulins 1,565 

Montreal Urban 

Commmunity -§,587 
Roussilon 2,089 
Champlain -955 
Vaudreuil-Soulanges 1,862 
Deux-Montagnes 1,117 
Thérése-de-Blainville 1,876 
Mirabel 603 
TOTAL 8,113 
Barrie Simcoe County 6,094 
Nanaimo Nanaimo RD 4,468 
Kelowna Central Okanagan 4,296 
Ottawa Ottawa-Carleton RM 4,279 
Windsor Essex RM 4,070 
Kitchener — Waterioo RM 3,854 
Victoria Capital Reg District 3,524 
Abbotsford Central Fraser Valley 3,439 
Comox B.C. Comox-Strathcona 3,086 
Chilliwack — Fraser-Cheam RD 2,845 
Kamloops Thompson-Nicola 2,837 


a I RR 


Source : Statistique Canada’ 


PUT VET ae yaar Sa EGY I TT Te ET ee 
* Note: The data released by Statistics Canada 


is not arranged by Census Metropolitan Area 
(CMA) but by Census Division (CD). The areas 
(CDs) identified above as parts of Greater 
Toronto, Vancouver and Montreal are all at 
least partly within these CMAs. However, the 
combination of these areas is not identical with 
the CMA itself and may be slightly larger. The 
data for other centres pertains to the Census 
Division within which each market is primarily 
located. 
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Net migration of 18-24 year olds 
Most rented homes 


Metro Toronto 

Greater Vancouver 
Montreal Urban Comm. 
Peel (Toronto) 


Alta Div. 6 (Calgary) 
Ottawa Carleton 


| CRD (Victoria Area) 
Waterloo (Kitchener) 
C. Fraser Valley 
Essex (Windsor) 


Net migration of 25-44 year olds 
. Many of whom purchased homes 


Greater Vancouver 14,520 
Peel (Toronto) 

York (Toronto) 

Durham (Osh/Toronto) 
Alta Div. 6 (Calgary) 
Simcoe (Barrie) 

Halton (Toronto) 
Nanaimo 

C Okanagan (Kelowna) 
Essex (Windsor) 


Net migration of 45-64 year olds 

Top empty nester markets based on 
migration 

Greater Vancouver 
York (Toronto) 
Simcoe (Barrie) 
Peel (Toronto) 
Nanaimo 
Metro Toronto 
C Okanagan (Kelowna) 
Alta Div. 6 (Calgary) 
Okanagan-Similkameen 


CRD (Victoria) 


Net migration of 65+ year olds 
Top areas for retirement housing based on 
migration 


York (Toronto) 1,180 


Peel (Toronto) 1,157 
Greater Vancouver 
Atta Div. 6 (Calgary) 
Durham 

Simcoe (Barrie) 
Halton (Toronto) 
Laval (Montreal) 
Ottawa Carleton 


Nanaimo 


Source: Statistics Canada 


continued from page 1 Centres such 
as Calgary, Ottawa and Kitchener 
are growing rapidly because of ex- 
port related economic growth either 
in tourism, manufacturing, petro- 
chemical or high technology areas. 
Barrie is benefiting from growth in- 
duced by nearby Toronto. 

Vancouver and Peel (Missisauga/ 
Brampton in Toronto CMA) are the 
only areas in the top five for all age 
groups. Vancouver is the most popu- 
lar destination among both 25-44 
and 45-64 year olds. 


Young movers flocking to 
big cities 

Younger movers, between 18 and 24 
vears of age were drawn most to the 
inner part of the three largest mar- 
kets — Vancouver, Toronto and 
Montreal. Since this pattern is ex- 
pected to continue, these areas 
stand to see the greatest growth in 
rental demand. Within other mar- 
kets, the most popular destinations 
are Calgary, Ottawa. Victoria, 
Kitchener, the Central Fraser Valley 
and Windsor. 

The popularity of some of these 
areas is due to the many large post- 
secondary educational institutions 
present there. In Calgary, Waterloo 
and Ottawa a wide range of techni- 
cal employment opportunities is also 
a factor. 

Among 25-44 year olds, the most 
popular destinations other than Van- 
couver tend to be suburban areas of 
major markets like York, Halton, 
Durham and Simcoe County near 
Toronto. These areas have a good 
selection of ownership housing 
which is what many people in the 
25-44 age group are looking for. 

Calgary, Nanaimo, Kelowna and 
Windsor are the most popular cen- 
tres, not linked to the big three 
centres, among 25-44 year olds. This 
bodes well for the ownership mar- 
ket in these centres. 

Just as younger adults are drawn 
to the inner city, adults aged 45-64 
are drawn to the outer fringe and to 
some smaller cities. Some of these 
movers are suburban move-up buy- 
ers. CMHC’s Consumer Preference 
Study establishes that many older 
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buyers seek newer maintenance free 
homes, and suburban areas offer a 
good selection of this type of prod- 
uct. Other movers are empty nesters 
planning for retirement by leaving 
the more expensive urban markets 
to settle in fringe areas. 

Smaller centres like Nanaimo, 
various B.C. Okanagan communities 
and Collingwood in Simcoe County 
north of Toronto are also important 
empty nester destinations. These 
areas are popular among both 45-64 
year olds and among people older 
than 65. More and more, these areas 
offer a broad range of housing 
choices to people relocating on the 
basis of climate or amenities. A sig- 
nificant portion of the new housing 
in these areas is designed specifi- 
cally for the needs of empty nesters. 

The most popular areas for mov- 
ers older than 65 are large urban 
areas with medical services and a 
good supply of new. maintenance 
free ownership housing (e.g., Peel. 
Laval and Ottawa). 


Short term outlook remains 
steady 


The short term ouudook calls for con- 
tinued high growth in the Toronto 
and Vancouver areas, Vancouver 
Island and Okanagan communities, 
and various southern Ontario cen- 
tres. Some changes will occur be- 
cause of new patterns of economic 
growth and lower immigration to 
Canada since the early 1990s. 

Lower immigration will affect 
Toronto and Vancouver in particular 
since almost half of all immigrants 
gravitate to these markets. 


Longer term demand 
prospects bright for empty 
nester areas 


As the baby boomers age and the 
population aged over 50 starts to 
rise in the late 1990s, migration will 
accelerate to areas that cater to 
empty nester markets. This includes 
both the B.C. amenity markets (e.g., 
Nanaimo and Central Okanagan) 
and quality fringe areas of our larg- 
est urban markets. @ 
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Stronger resales and starts forecast for 1996 | 


| extent, however, the strong starts 


| supply of resale homes available 
| FORECAST HIGHLIGHTS and more competitive prices in _ rebound expected in Saint John and 
| many centres. | Regina is also because they fell to 


@ Resales will be up 7% ; The stronger market in 1996 will ' such a low level in 1995. 
overall with higher activity provide welcome relief to the hous- Centres predicted to have the | 
forecast in 23 of the 27 ing industry which, in 1995, will suf- biggest decline in starts in 1996 are 
major centres in 1996. fer from the lowest annual activity Calgary, Ottawa, Vancouver, Victo- | 

ria, and Halifax. These declines will | 


since the 1950s. Overall, CMHC 


expects 28°o fewer starts and 13° be between 4% and 7% and are mi- 


nor compared with the percentage 
increases expected in the fastest- 


M@ Higher starts are forecast 
in 18 major centres for a 
fewer resales in 1995. 


4% total increase. 
@ Gains will be slow and The upturn expected next year 
tentative in the first half of will be slow and tentative, largely growing markets. 
In Calgary. the drop will be 


1996. Activity will level out due to lingering job insecurity in 
caused by less job growth because 


as mortgage rates trend up many centres. 
later in 1996. Market activity in 1996 is ex- of slipping natural gas prices putting 
; : pected to remain low compared to a damper on exploration. Vancou- | 
- pale dlina aA i As pre-1995 levels in almost every ver, Victoria. and to a lesser extent. 
will see the biggest gain — market. The only exception will be Calgary had high starts in 1991-94 , 
Binciodecterbtar oes Windsor. Which will have a 17-vear and are on the down phase of their 
high of 1.750 starts next vear. housing market cvcles. 
Demand in Ottawa will be 
restrained by government cutbacks. 
ousing starts and resales are Export reliant markets will This is ae < cases et Neves = 
expected to rise slightly in see Starts rise most along i ay 2 see down of 
1996 thanks to higher job | oe Hibernia construction and few er 
growth and strengthening consumer Starts in 1996 will increase the most export-dependent industries in the 
eefiencer The upturn. hia in Regina. London. Saint John, Auantic Region. 
Se Pi the sea narkeninuhne Oshawa. and Thunder oa These fF In none perce markets ee 
— BAe AL TOOSLE EI noe centres will see an annual increase oronto and Montreal — starts wi 
ae ee Mere 2 ee of 25% or more. Starts will also rise rise at about the same rate as the 
re eo aor oa Re ea Sait 20% or more in Trois-Riviéres, national average in 1996. In Mont- 
in 1996 will be stronger and more Windsor, and Kitchener. eee hy eae wos pebopne 
erie ace than ca heme With the exception of Saint John. from 1995 s extremely low activity. | 
Peer oraticer  Racnies wall cae renee the local economies in these centres In Toronto il Will result from an 
in 23 major centres as opposed to were sustained by strong exports in ongoing gradual improvement in 
Sree xchichasil anrieasean Onin S 1995, in the manufacturing, agricul- economic conditions. 
f tural and resource sectors. To some continued on page 6 


This is primarily due to an abundant 


Starts forecast by market — Per cent change 1995-96 
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Economic and Housing Market Indicators 


| 3 UNIT 

NEW | AVERAGE + APT. 

| HOUSE | SINGLE SINGLE STRUCTURES 

PRICE | NEW NUMBER MLS | VACANCY 
CENSUS yryr | TOTAL | yryr | INDEX’ | HOUSE | yrvyr | OFMLS** | yr/yr | AVERAGE | yr/yr RATE 
METROPOLITAN TOTAL % | HOUSING % | % PRICE % SALES % PRICE % OCTOBER 
AREAS (CMA) | EMPLOYMENT: CHG | STARTS CHG | CHG | $ CHG (REP.) CHG $ CHG % 
Victoria 1994 _ 146,000 | 2,303 0.9 299,000 6,260 256,000 1.9 


1995*** | 147,540 | 1.1 | 1,750 | -24.0] -7.2 | 310,000} 37 | 4,800 | -23.3| 243,000 | -5.1 3.3 
1996"** | 148,060 | 04 | 1,670 | -46) 0.5 | 305,000] -16 | 5500 | 146] 248,000 | 2.1 2.5 
Vancouver 1994 848,400 20,473 06 | 497,656 | 30,023 | 387,177 0.8 
1995°"* 859,100 1.3 15,300 -250, -36 515,000 30 21,700 | -278) 390,000 07 8612 
1996""* 868,100 1.1 «14575 -5.0' 3.0 © 535,000 | 4.0 | 24.000 | 106) 385,000 -13/ 1.5 
Edmonton 1994 439,000 | 5,006 0.9 | 163,759 9,766 124,806 8.9 
1995"** | 452,000 | 3.0 | 3,100 | -381| -1.5 | 160,000 | -23 | 9,100 | -68] 121,000 | -30 | 102 
1996*** | 460,000 , 1.8 | 3,400 | 97) -05 | 159.000 | -06 |; 9,800 7.7| 122,500 | 1.2 9.0 


Calgary 1994 406,400 6,877 24 | 177,156 | 15,144 | | 132,495 td 
1995"* 430,000 «558 = 5.600 -186 «= 0.5 = 183,000 3.3 13.200 | -128) 132200 0.2) 36 
1996°** 435,000 «12 «= 5.200 7.1 «0.0 184,000 05 «14.500 «98 132,000 02 33 
Saskatoon 1994 «| «104400 =| gaz | S| 1.5 | 140085 | =| 2759 g1,720t| | 18 
1995*** | 106,000 15 | 625 | 84| 2.0 16500 | 4.6 | 2,650 | -3.8| 83,000t| 16 | 1.0 

| A} | 


1996°** | 108,000 1.9 645 | 3.2) 20 | 152,400 2,750 38] 83500t} 06 | 20 
Regina 1994 99.900 462 39 145,542 2.791 73,747t boey: 
1995°" 100,700 0.8 360) -22> 30 P50cco™ s1- 2600 6.8 76,000t 3.1 2.1 
1996" 101,600 +0. 596° 458 20 ~ 155000) 33° 2600 0.0 76.500t 0.7 3.0 
Winnipeg 1994 | 330,170 1,528 | 34 | 140,155 | 9923 | | 84,812 | 56 
1995*** | 337,500 | 22 | 1,100 | -28.0 22 | 1440001 27 | 9,100 83| 82,700 | -25 | 5.4 
s996°** | 341,000 «1.0 | 1,200 | 91; 28 | 147,500} 24 | 9,400 3.3| 84,000 | 1.6 | 5.2 
Thunder Bay 1994 60,500 451 1.4 176,541 | 1,453 115,289 ees 
1995°** 64,700 «6.9 369 ' -182; 03 | 180072| 20 ° 1380 | -50| 11298 -20] 62 
1996""* 66,000: 2.0 AGQn|) 252% 1.85 \ 1s367a 20% 1405") 1:8) 415245 20 | 65 
Sudbury 1994 75,000 | 712 14 | 147,003 1,754 112,278 | | 43 
1995°** | 76,500 | 20 320 | -55.1] 03 | 153,762 | 46 | 1,775 1.2| 113.000 | 06 | 6.0 
1996°** | 78,000 | 20 315 | 0.4 | 6.0 


16} 18 | 154,000 | 02 | 1,710 | -37| 113,500 

04 | 191986) =| 4.980 © |116,457 eke 
127; 1.6 | 193900} 10 , 4500 | -96/ 117000 05 | 1.8 
| 4800 | 67) 11900 17 | 10 


Windsor 1994 | 127,000 | 1.661 
1995°°* | 127,500 ' 04 | 1,450 
1996"** | 130,000 2.0 | 1,750 


| 
Peaeciey 
207] 1.2 | 196,200} 1.2 | 
London 1994 | 211,000 1,972 0.2 | 202,800 5,793 134,089 4.1 
1995°** | 208,000 | -14 | 1,100 | -44.2] -1.6 | 212,000] 45 | 5375 | -7.2| 128,500 | -42 | 43 
1996°** | 210,000 | 1.0 | 1,545 | 405] 1.4 | 215000] 14 | 5900 | 98] 132500 | 31 | 40 
Kitchener 1994 | 204,000 | | 1,747 | | -26 177,200 | | 3,689 | Pe | 2.8 
1995"** | 208,000 | 20 | 1,250 | -284} 1.0 | 179,000) 1.0 | 3500 | -5.1/ 137,000  -33 | 22 
| 1996°** | 211,000 | 14 | 1500 | 200, 30 | 185,000 | 34 | 3,750 | 71) 142,000 36 215. 
St. Catharines-Niagara 1994 153,200 1,703 -4.0 | 166,929 2,567 125,503 | 58 
= 159,500 | 41 | 1,025 is 0.2 | 170,350 | 2.0 2,380 7.3| 124,870 | -05 | 52 
1996°** | 159,800 | 02 | 1195 | 166] 08 | 172500} 13 | 2500 | 50] 125500 | 05 | 49 
Hamilton 1994 | 312,000 | | (2,833 | -03 | 205183 | | 8345 | | 145,939 | 24 
1995"** | 317,100 | 1.6 | 2300 | -188) 07 | 207,000 | 09 | 7,800 5 143,000 20 20 
1996°** | 322,000 | 1.5 | 2400 | 43] 16 | 210000} 14 | 8400 | 7.7) 147,000 28, 18 
Toronto 1994 | 2,043,000 18,443 0.2 | 291,596 44,237 208,921 | 12 
1995*** | 2,097,000 | 26 | 15,500 | -16.0/ 0.9 | 308,000 | 56 | 40,000 | -9.6| 204,000t| -24,| 08 
1996*** | 2,150,000 | 25 | 16,800:|.84]. 09 | 300,000 | -26 | 42,000 | 5.0] 204,000t| 0.0} 05 
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Economic and Housing Market Indicators (cont'd) 


CENSUS 


METROPOLITAN 


AREAS (CMA) 


Ottawa 


Hull 


Montreal 


Trois-Riviéres 


Sherbrooke 


Quebec 


Chicoutimi-Jonquiére 


Saint John 


Halifax 


St. John’s 


Charlottetown 


ALL 
METRO 
AREAS 


1994 
1995" 
1996°** 
1994 

1995" "7 


| 
| 
| 
| 


| EMPLOYMENT 


1996°** 


1994 
1995*"" 
A990" oe 
1994 
1395") 
pile, seal 
1994 
199550 
1996°** 
1994 
199577" 
190." 
1994 
1999 2 
1996>"* 
1994 
1995" °~ 


| 
| 
| 


1996°"* | 


1994 
1995*** 


1996*** 


1994 


1995°°* | 


1996*** 
1994 

1995*** 
1996°**. 
1994 

199550" 
1996*** 
1994 

1995°"* 
1996*** 


TOTAL 


126,000 
130,000 
133,000 
393,400 
385,500 
387,800 
148,000 
151,000 
152,000 

1,523,000 

1,538,000 

1,543,000 

63,800 
62,700 
62,300 
66,900 
68,000 
68,750 
323,500 
311,500 
313,000 
60,000 
63,000 
64,000 
-§5,000 
55,500 
55,500 
164,500 
165,500 
166,500 
80,000 
81,000 
80,500 
25,750 
26,000 
26,000 

8,589,820 

8,728,840 

8,840,910 


yryr 


bag7s) 


0.5 


5.0 
16 
| 
| 
| 0.9 
| 0.0 


0.6 
0.6 


1.3 
0.6 


1.0 
0.0 


1.6 
| 1.3 


TOTAL 
HOUSING 
STARTS 


1,385 | -294 
Po 72571) 245 
3,929 | | 
2119 | 46.1 
2,000 | -56! 
| 2,128 
| 1,200 | -43.6 
1,200 | 00] 
13,157 
7,875 | -40.1 
8300 54 
8 | | 
535 | aA 
650 | 21.5 
983 
680  -30.8 
750 103 
4,677 | | 
2,450 | -47.6 
2,600 | 6.1 | 
606 
330 | -45.5. 
330 | 0.0] 
| 442 
| 260 | -41.2 
ae eo 50 ail e040 
2,460 | | 
2,250 | -85| 
2,150 | -4.4| 
1,215 
800 | -34.2 
75a a4 
A as 
166 | -39.9) 
190 | 14.5 | 
| 99,627 
71,199 | -28.5 
74,202 | 42 


AVERAGE 
SINGLE 
NEW 
HOUSE 
PRICE 
$ 


177,055 
180,000 
184,000 


198,492 , 


214,300 
205,000 
127,703 
128,000 
127,000 
137,602 
144,000 
135,000 
93,670 
93,850 
95,900 
101,100 
107,500 
108,900 
96,900 
97,700 
98,700 
78,500 
80,300 
83,500 
107,442 
110,000 
113,000 


/ 124,500 
| 126,500 
- 128,600 


122,000 
122,500 
122,500 


' 116,300 
- 110,000 
| 112,000 


yy | 


| CHG 


— 
Ww r 
So 
Oo 


cop) 
= 
on 


196,021 
170,085 
| 181,390 


| SINGLE 

| MLS 
yrlyr | AVERAGE 
% | PRICE 
CHE —sSS 


_oytyr 


| 
| 


| -4.9 | 


7.5 | 141,000 
147,543 
-16.0 143,800 
7.8 144.000 
| 104,700 
-20.4| 103,000 
7.7'| 102,000 
116.307 
-15.0 115.000 
58 114.000 
73,8814 | 
-77 74,0309 
11.4, 74,4759 
84.740 
186 83,720 
11.4 84.800 
84,0005 | 
18.7} 83,000¢ 
7.7} 83,000¢ | 
78,300 
11.2 74,500 
3.0 76,700 | 
84,430 
-3.9| 88,750 
5.4| 90,000 
| 103,481 
-5.1 103,500 
-2.3} 104,000 
92,011 
-6.1| 89,000 
-3.0| 90,000 
| 97,600 
-22.3, 95,000 
8.1! 95,000 
13.2| — 
6.6) — 


% 
CHG 


-0.7 
1.4 


=00 
0.1 
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* New House Price Index (NHPI) — This index 


measures changes over time in the contractor's 
selling prices of new residential houses, where 


detailed specifications remain the same 


between two consecutive periods. 


** Multiple Listing Service (MLS) is a registered 


certification mark owned by The Canadian Real 


Estate Association. 


"* 1995-1996 values are CMHC forecasts except 


for the 1995 October vacancy rates which are 


actuals. 


SOURCES: CMHC, Statistics Canada and local real estate boards. 
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9. Benchmark house price. 
¢ Average price for single-detached, 


semi-detached, row and apartment condo. 
§ Sales data is from TEELA. 
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continued from page 3 
Abundant supply and 
competitive prices will 
increase resales 


In the resale market, the 1996 up- 
turn will be strongest in Victoria, 
Vancouver and Calgary in the west 
and in Trois-Riviéres and Sherbrooke 
in Quebec. The upturn will be 
strongest in markets with an abun- 
dant supply of lower priced resale 
homes available. In Victoria. and 
Vancouver, for example, total de- 
mand growth is non-existent and the 
increase in starts will result in a shift 
in sales from the new house market 
to the resale market. As in other 
cases. the upturn in Trois-Rivieres 
and Sherbrooke is a rebound from 
1995's extremely low position. How- 
ever. a small upturn in demand is 
also expected. 

Resales will decline in Sudbury. 
Halifax and St. John’s. and will in- 
crease very little in Regina and 
Thunder Bay. In St. John’s and Hali- 
tax this will result from a weakening 
of the Atlantic economy. The resale 
market is being restrained by too 
few available listings in Regina and 
Thunder Bay. 


House prices begin to rise 
in most markets 


Based on the New House Price 
Index (NHPI) house prices in 1996 
are forecast to rise in 18 of 21 mar- 
kets surveyed. This will be up from 
15 centres forecast to increase in 
1995. CMHC’s forecast also indicates 


there will be more upward pressure 
On prices next year. House prices 
are expected to rise more than 1% 
in 11 centres in 1996. more than 
twice the number expected in 1995. 
In 1996, prices are forecast to rise 
the most in Vancouver (3%), 
Kitchener (3°), and Winnipeg (3%). 
In Kitchener and Winnipeg, new 
home prices are rising because of 
strengthening demand. In Vancou- 
ver. prices will begin to recover as 
the inventory of new homes being 
built adjusts to lower demand. In 
1995, the Vancouver index will drop 
4°o. During 1996, new home prices ~ 
will fall in only one market — 
Edmonton. This will be a significant 
improvement from 1995 when prices 
are forecast to fall in six centres. 
Since the NHPI does not provide 
the level of house prices across 
Canada, this issue continues to re- 
port the average price paid for new 
homes. The highest and lowest aver- 
age prices forecast for 1996 will be: 


e Vancouver S 535,000 
e Victoria S 305,000 
e Toronto S 300.000 
e Trois-Rivieres S 95.900 
e Chicoutimi S763 500 


Resale house prices (based on the 
average price paid for resale homes 
sold) will also rise because of 
stronger demand in 1996. Fourteen 
markets will see average resale 
prices rise over 1 per cent. up from 
only four centres in 1995. The big- 
gest jumps will include Kitchener 
(490) and London (3%). @ 


ECONOMIC & HOUSING 
MARKET INDICATORS 
(pages 4 & 5) 


Total Employment: 

Total employment is the number of people 
employed in the CMA across all industries in 
a particular year. 


Total Housing Starts: 

Total housing starts is defined as the total 
number of starts for all housing tvpes for the 
vear. 


New House Price Index: 

This index measures changes over time in the 
contractor's selling prices of new residential 
houses. where detailed specifications remain 
the same between two consecutive periods 


Single New House Price: 
This is defined as the weighted average price 
of all units sold during the vear. 


Number of MLS Sales (residential): 

The number of residential MLS sales is 
defined as the total number of sales for all 
types of residential dwellings sold through 
the MLS service for the vear. The number of 
MLS sales is supplied by local real estate 
boards. 


Single MLS Average Price: 

The single MLS average price is the weighted 
average price of single family homes sold 
through the MLS service for the vear. MLS 
price data is supplied by local real estate 
boards. 


Three-Unit plus Apartment Structures 
Vacancy Rates: 

The three-unit plus aparment structure 
vacancy rate is the overall private market 
vacancy rate reported in CMHC’s Rental 
Market Survey for October. 


Resale forecasts by market — Per cent change 1995-96 
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Overcoming quality concerns can boost new home sales 


New research indicates that consumers are very concerned about construction quality and are not 
well aware of warranty programs. Overcoming their concerns and improving awareness can create 
dividends for homebuilders, even in the highly competitive markets of the mid-1990s. 


oubts about the quality of 
new home construction and 
materials is one of the main 
reasons why Canadians have a 
higher preference for resale housing 
than new homes. This was a key 
finding of a CMHC study, Consumer 
Housing Preferences in the 
1990s, released in January of this 
year and produced jointly with the 
Canadian Home Builders’ Associa- 
tion and Natural Resources Canada. 
In an attempt to learn more about 
Canadians quality concerns and 
what should be done. the study 
asked consumers a series of addi- 
tional quesuons. This article of Cana- 
dian Housing Markets summarizes 
the results which show that: 
e consumers are very concerned 
about construction quality, 
e thev have a low awareness of new 
home protection plans: and, 
e¢ most Want improvements to pro- 
tection plans. 


Concerns about 


construction quality 

Almost eight in ten Canadians say 

they are either very (49%), or some- 

what concerned (28%), about the 
quality of new home construction. 

Just under two in ten are not very 

(12%). or not at all (7%), concerned. 
Concern is high among the prime 

target markets for home builders: 

e 93% of Canadians planning to buy 
a new home in the next five years. 

e 92% of Canadians planning to buy 
another home. 

e 90% of Canadians with high an- 
nual incomes $60,000-S80.000. 
The findings also indicate that a 

majority of consumers in most prov- 

inces are very concerned about 
quality. Overall concern is highest in 

Saskatchewan (87%), Alberta (86%). 

New Brunswick, (86%), Nova Scotia. 

(84%), Manitoba (84%), and B.C. 

(82%). Consumers are least con- 

cerned in Quebec (66%). Among the 


has the largest percentage of con- 
sumers concerned about the quality 
of construction, while Montreal, 
(64%) has the lowest. 


Awareness of new home 
protection programs 


Although concern about the quality 
of construction is high, consumers 
are not very aware of programs pro- 
tecting new home buyers. 

The survey asked Canadians if 
they were aware of existing pro- 
grams that protect new home buy- 
ers from faulty materials and or 
poor quality construction. Respon- 
dents were also asked a series of 
quesuons: 


¢ to identify the programs they were 
aware of; 

¢ to indicate if they felt improve- 
ments were needed to existing 
programs; and, 

¢ to specify the improvements they 
felt were needed. 


Awareness 


The findings indicate that 61% of 
Canadians do not know about pro- 
grams to protect new homebuyers. 
while 34% do. Awareness was the 
lowest in Atlantic Canada and the 
Prairie provinces, and highest in 
Ouebeo and ae 


continued on page 8 


Consumers concerned about quality of new construction — % 
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Not aware of New Home Protection programs for new 


construction — % 
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large urban areas, Vancouver, (87%) 
Source: CMHC. 
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Need for improvement in protection 
programs 


Per cent indicating 
improvements needed 


Province in protection programs* 
Saskatchewan 73 
British Columbia 70 
P.E.1. 68 
Manitoba 68 
Ontario 66 
Alberta 66 
Canada 65 
Newfoundland 65 
New Brunswick 64 
Nova Scotia 61 
Quebec 61 


“All respondents 


continued from page > Of the 34% 
of respondents who were aware of 
quality programs. 58% recognized 
provincial new home warranty pro- 
grams currently available. (or 
HUDAC. which was the first name 
under which such programs were in- 
troduced in the 19°0s). Fourteen per 
cent named municipal or utility 
home inspection programs, and a 
few mentioned the Better Business 
Bureau (5%) or CMHC (3%). Eight 
per cent were unable to name a 
specific program. and 12% did not 
know or answer. 

Nationally, awareness of new 
home warranty programs is low — 
only 20% of Canadians indicating 
knowledge of them. Awareness is 
greatest in Vancouver (34%), B.C. 
(29°), Ontario (24%), and Toronto 
(22%). In all other areas, aware- 
ness was lower than the Canadian 
average. 


Need for Improvement 


Almost two-thirds, (65 %) of 
Canadians agree there is a need 

to improve existing quality assur- 
ance programs; 27% disagree. Seven 
per cent offer no response. 

The desire for improvement is 
greatest in Saskatchewan (73%) and 
British Columbia (70%), and least 
pronounced in Quebec and Nova 
Scotia, (61%). It is also greater 
among those planning to move-up 
and more experienced buyers (71°). 


Suggestions for 
improvement 

The most popular suggestion was 
better municipal and uulity inspec- 
tion services. cited by 29% of those 
who say there should be improve- 
ments. Smaller numbers indicated: 

e better warranties (14%): 

e improved building codes (12%): 

e more accountabilin’ for contractors 

(11%). 

Five per cent noted the need for 
consumer education. Twelve per 
cent offered other suggestions and 
25°, offered no response. 


Opportunities to increase 
new home sales 


The survey findings clearly show 
that Canadians, particularly those 
with high incomes and those plan- 
ning to buy a home in the future, 
are concerned about construction 
quality. Their lack of awareness of 
new home protection and warranty 
programs compounds the problem. 


Awareness of New Home Protection plans — all respondents 


Solutions to the problem are 
possible before, during and after 
sales agreements are finalized. One 
way of increasing opportunities in 
the marketplace is for the industry 
to improve consumer awareness of 
Warranty programs and public 
knowledge of how well they protect 
homebuyers. Another opportunity is 
to intensify efforts to address quality 
concerns when potential homebuy- 
ers Visit new home sites and model 
homes. A third prime opportunity is 
to respond quickly and satisfactorily 
to quality issues raised by new 
homebuyers after they have moved 
into their new home. Together, 
these actions can significanuy 
reduce quality concerns and boost 
new home sales. even in the highly 
competitive markets of the mid 
1990s. @ 


Consumer Housing Preferences in 
the 1990s, published by Canada 
Mongage and Housing Corporation in 
co-operation with the Canadian Home 
Builders’ Association and Natural 
Resources Canada. 1995. To order a 
copy call 1-800-968-CMHC. 


Canadian Housing Markets is a quarterly 
publication featuring CMHC’s affordability 
indicators and housing forecasts 
semi-annually. Comments and requests for 
additional information may be referred to 
Greg Goy, Manager, Local Market Analysis, 
Market Analysis Centre, 

Canada Mortgage and Housing Corporation, 
Ottawa. Tel.: (613) 748-2582. 


Enquiries regarding subscriptions should be 
directed to: CMHC, P.O. Box 3077, Markham, 
Ontario L3R 6G4. 

Tel.: 1 (800) 668-CMHC; 

Fax: 1 (800) 463-3853 

Annual subscription (4 issues) $44 + GST 
Catalogue No. CHMSE 

Single issue $11 + GST 

Catalogue No. CHME4 


Cette publication est aussi disponible en 
francais sous le titre 


Vancouver eescreseees 47 
BC aT 43 Marchés de I’habitation canadiens 
Quebec : SEMEL STEERER 39 Numéro de catalogue CHMSF 
Montreal ees 38 © Canada Mortgage and Housing 
. Toronto SREP ENES 37 Corporation 1995 
Ontario seers 34 ISSN 1188-4487 
Canada Serre 34 Printed in Canada 
Aatiga ES 29 CMHC offers a wide range of housing- related 
peers SRS C7 information. For details, contact your local 
Nova Scotia DIRE 25 CMHC office. 
PE] posers sy 25 | % aware of ; . 

New Brunswick EEE SSE 23 New Home Warranty Plan CMHC subscribes to Canada’s Green Plan. 
Saskatchewan SERIE 18 ~ Quantities of our publication are limited to 
Newfoundland rempremeecrg 12 ES % aware of All Plans market demand; updates are produced 

only when required; and recycled or , ¥ 
0 10 20 30 40 50 60 recyclable stock and non-toxic inks AS) 
are used wherever possible. a eet 
Source: CMHC. 
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First Quarter 1996 


Record high affordability in the first 


half of 1996 


Housing market conditions improved so much in the second half of 1995 that all 27 metropolitan 
areas in Canada saw an increase in affordability and five centres reached record levels. As interest 
rates decline in the first half of 1996, another nine will hit record highs. 


pportunity knocks for Cana- 
[ 0 dians thinking of buying a 

home! Market conditions in 
the first half of 1996 will make it 
one of the most affordable times 
ever. After increasing to 35.0 per 
cent in the second half of 1995, the 
proportion of renters able to buy a 
starter home will reach 39.3 per cent 
in the first half of 1996 — a new 
high. 

We expect marginally lower 
affordability in the second half of 
1996 as a result of slightly higher 
mortgage rates. 


Why is affordability going up? 
Falling interest rates, decreasing 
house prices in 17 out of 27 mar- 
kets, and an abundance of afford- 
able new and resale housing on the 
market are the main factors. Averag- 
ing 8.2 per cent in the second half 
of 1995, 3-year mortgage rates were 
112 basis points lower than in the 
first half of 1995. Our forecast of 7.2 
per cent reflects a continued decline 
in rates during the first half of 1996. 


Comparison to previous highs 
Two factors pushed affordability to 
the 1990s record of 36 per cent set 
in the second half of 1993: falling 
mortgage rates and fairly stable or 
declining house prices. 

When the all time high of 39 per 
cent was set in 1985, the three main 
driving factors were in perfect align- 
ment: decreasing rates, a marked 


slowdown in house price apprecia- 
tion and healthy income gains. 

Starting in the second half of 1994 
(see adjacent chart), the affordability 
indicator stepped up to higher levels 
during the following three periods; 
at around five per cent each, the last 
two increases are giant ones. Mirror- 
ing the affordability indicator step- 
for-step in the opposite direction 
were 3-year mortgage rates. 


How Montréal, Toronto and 
Vancouver measure up 

Flat prices helped Montréal maintain 
its status as the most affordable of 
the three biggest centres; a starter 
home averaged $101,000 during the 
second half of 1995, down a touch 


from $102,000 during the same pe- 
riod a year ago. These prices, along 
with an abundant supply of homes 
and lower mortgage rates, means 
that 37 per cent of renters can afford 
to buy, up from 33 per cent in the 
first half of the year. 

As in Montréal, price stability in 
Toronto made renters better able to 
buy; consequently, 29 per cent of 
renters could afford to move into 
their first home during the second 
half of 1995, up about 5 percentage 
points from the first half of 1995. 
The average price went from 
$170,000 during the second half of 
1994 to $168,000 a year later. 

Between the first and second 
halves of 1995, 


continued on next page 


Improving affordability reaches record high in spring of 1996 
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SOURCE: CMHC. 


Note: H1 and H2 are for 1st and 2nd halves of the year. 1996 is forecast. 


the level of affordability in Vancou- 
ver went from 19.7 per cent to 24.5 
per cent. Prices flattened out in 
1995. Although the average price of 
$189,900 for the second half of 1995 
was up about $5,000 from the same 
period the year before, it was hardly 
changed from the first half of 1995. 


Lower mortgage rates, abundant 
supply and stable house prices 
fueled more first-time buying 


activity in the second half of 1995 


An environment of low interest rates 
and stable to decreasing prices has 


put some life into first-time buyer ac- 


tivity in the second half of 1995. 
This second half saw a jump of 30 
per cent in First Home Loan Insur- 
ance (FHLI) volumes from the same 
period in 1994. 

This increase comes on the heels 
of a 23 per cent drop in FHLI from 
the first half of 1994 to the first half 
of 1995. Toward the middle of 1994, 
3-year mortgage rates registered 
their largest four-month increase on 
record, sprinting up four percentage 
points. Rate relief did not come until 
the middle of 1995. 

On an annual basis, 1995’s total 
FHLI volume of 97,837 units is 
hardly different from the record of 
101,000 units set in 1994. 


Five centres reached record 
affordability levels in second half 
of 1995 


Favourable market conditions 
helped set new records in five cen- 
tres. These were Halifax, Hull, 
Ottawa, Trois-Rivieres and Charlotte- 
town. In addition, all 27 metropoli- 
tan areas from east to west saw an 
increase in affordability. 

Only in three other periods did 
affordability go up in all centres: 
1983, 1985 and first half 1991. 

Our 1996 outlook sees nine more 
centres setting new record highs in 
the first half: Calgary, Chicoutimi, 
Edmonton, Québec, Saint John, 
Saskatoon, Sherbrooke, St. John’s 
and Winnipeg. 


Most affordable centres are east 
of Ontario 
The most affordable markets were 
found in Quebec and the Atlantic 
Region. These markets have one 
thing in common: low house prices. 
At 52.8 per cent, Chicoutimi had 
the largest share of renters who 


CMHC 


could afford to buy; its average 
house price of $69,990 was second 
lowest in the country. 

A not-too-distant second was 
Saint John, with a 49.2 per cent 
affordability indicator. The average 
price of a house in Saint John was 
$78,050. 

Halifax, where house prices 
averaged $98,133, had 48.5 per cent 
on the affordability index. 

Charlottetown (47.6 per cent) and 
St. John’s (46.3 per cent) were the 
fourth and fifth most affordable 


cities in Canada. Average house 
prices were $75,000 in Charlotte- 
town and $89,804 in St. John’s. 

The three least affordable centres 
in Canada had the most expensive 
average house prices. They were 
Victoria (22.3 per cent), Vancouver 
(24.2 per cent) and Toronto (28.7 
per cent). Vancouver had the top 
average price, $189,900. It was fol- 
lowed by Victoria, with $174,500. 
At $168,412, Toronto’s average 
starter home price was third highest 
in Canada.@ 


The percentage of renters who can afford to buy a 
starter home — 1994 to 1995 


(Ranked from highest to lowest based on total households July to December 1995) 


CENSUS 

METROPOLITAN 2nd half of 94 1st half of 95 2nd half 1995 

AREAS (CMA) Total Total Total Family Non-Family 
Chicoutimi 46.6 50.6 52.8 59.7 38.1 
Saint John 46.3 43.8 49.2 51.9 43.7 
Halifax 38.9 40.9 48.5 55.0 39.6 
Charlottetown 39.8 43.1 47.6 52.0 42.1 
St. John’s 37.6 42.7 46.3 45.6 47.6 
Trois-Riviéres 40.3 40.9 45.8 54.0 34.3 
Edmonton — 37.2 38.7 44.4 50.8 36.3 
Saskatoon 39.5 39.0 44.3 48.9 39.1 
Regina 40.8 415 43.4 46.7 39.7 
Hull 35.2 39.0 43.4 51.0 30.1 
Thunder Bay 33.8 37.5 42.8 48.5 33.8 
Calgary 33.5 36.5 41.6 49.0 32.7 
Québec 33.5 39.2 40.7 51.4 28.5 
Winnipeg 349 35.6 39.8 46.4 o2.2 
Sudbury 33.2 34.3 38.5 44.9 27.0 
Sherbrooke 33.7 36.1 38.4 47.5 26.3 
Oshawa 30.5 32.7 CAA 43.4 24.0 
Montréal 30.6 32.8 37.4 47.2 25.0 
St. Catharines 28.1 32.5 34.6 38.9 26.7 
London 25.5 29.2 34.4 42.4 23.8 
Kitchener 25.2 28.4 34.3 41.5 22.1 
Windsor 28.8 30.3 34.3 39.2 26.9 
Ottawa 24.6 26.6 33.9 427 23.8 
Hamilton 220 24.2 30.8 37.6 19.8 
Toronto 20.7 23:2 28.7 34.7 20.4 
Vancouver 18.3 19.7 24.5 32.7 15.8 
Victoria 12.8 16.8 22.3 31.1 12.1 
Metropolitan 

Neen 27.7 30.0 35.0 42.6 25.0 


Se SS 


Source: CMHC. 
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V, | ore new homes built at 
affordable prices combined 
with falling interest rates 


during the second half of 1995 have 
caused CMHC’s supply indicator for 
affordable new construction to break 
all previous highs. It was at 58.3 per 
cent for the overall total. (See last 
column of tables, pages 4 and 5). 

The Non-Family type (households 
of one or more unattached persons) 
had the biggest gain, jumping from 
25.7 per cent during the first half of 
1995 to 40.9 during the second half 
of 1995. It was still below the 42.3 
per cent registered in the first half 
of 1994, when mortgage rates hit 
record lows. 

First-time buyers continue to have 
an alternative to buying an apart- 
ment or townhouse. This alternative 
is in the form of single-detached 
units. More than half (14) of the 27 
centres had over 50 per cent of the 
new singles and semis sold at afford- 
able prices. 


Volumes of new homes approved 
under FHLI were at 5191 units 
during the second half of 1995, an 
increase of 25 per cent from the sec- 
ond half of 1994. Of all the new 
units purchased under the FHLI 
plan, almost 50 per cent were single- 
detached. Higher prices resulted in 
single-detached sales of only 3.0 per 
cent in Vancouver; 84 per cent of 
buyers chose apartments. 


| Supply of affordable new housing highest ever 


The three most affordable places 
in the nation were, by percentage, 
Chicoutimi (93.1), Trois-Rivieres 
(92.3) and St. John’s (87.0). 

With higher average prices, 
Kitchener and Oshawa were the 
only centres to have a drop in the 
supply of affordable new construc- 
tion between the first and second 


half of 1995.™ 


What types of new homes are first-timers buying? 


New homes insured under the First Home Loan Insurance Plan — July to December 1995 
- As a percentage of total new home FHLI approvals 


__ Singles Semis _ Rows Apartments _ Mobiles Total 
Halifax 65.0 25.7 216 0.0 72 183 
Montréal 59.4 os 18.8 11.9 0.1 858 
Toronto 42.2 10.6 415 57 0.0 995 
Edmonton 81.0 12, iz 13.1 3.0 237 
Vancouver — s3—té‘(‘éjCtétCSis 84.4 0.3 873 
Metropolitan 

20.4 19.2 11 5191 


Area Total 49.8 96 


Source: CMHC. 


Resale markets more affordable for modest income Canadians 


4 2 abundance of listings, 
declining prices and lower 
interest rates boosted 


affordability in resale markets across 
Canada during the second half of 
1995. CMHC’s indicator of the per- 
centage of resale listings that are 
affordable was at 60.2 per cent for 
all centres reporting; this is up from 
44.6 per cent during the second half 
of 1994. 

Affordability for modest income 
Canadians (Non-Family households) 
saw a sizable gain, going from 30.4 
per cent to 50.0 per cent between 
the second half of 1994 and that of 
15. 


All but three of the 23 centres 
reporting showed 50 per cent or 
higher of resale listings as afford- 
able. Communities where affordable 
listings comprised less than half of 
the market were Vancouver (32.8), 
Victoria (33.6) and Windsor (48.2). 


Buying a resale home in late 
1995 became more of a reality for 
both family and non-family 
households 

The improvement in affordability 
had a significant impact on buying 
activity. Volumes of resale homes 
insured by CMHC’s FHLI program 
increased more than 32 per cent 


What types of existing homes are first-timers buying? 
Existing homes insured under the First Home Loan Insurance Plan — July to December 1995 


_As a percentage of total existing home FHLI approvals 


Singles Semis Rows _ Apartments Mobiles Total 
Halifax 70.9 12.8 | Ja 10.0 704 
Montréal 87.4 5.9 2a 3.5 0.7 2,244 
Toronto 52.0 16.2 10.2 16.6 0.0 5,634 
Edmonton 75.6 s0.. 162 4.6 3.6 1,368 
Vancouver 44.7 0.4 14.7 39.8 0.3 1,822 
Metropolitan 
Area Total 70.3 8.4 10.8 9.4 149 23,763 


mm Sr IT IE ET STE PETE SIE SY SEILER BS ETE SEE ASSES: SET STS ARSE RET ESR 


Source: CMHC. 
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between the second half of 1994 
and the same period in 1995. Surpris- 
ingly, the most popular type of 
home insured was single-detached, 
with over 70 per cent of the metro- 
politan total. 

Vancouver, where apartments ac- 
counted for almost 40 per cent, was 
the only metropolitan area where 
singles accounted for less than half 
the insured volume. Toronto, where 
16.6 per cent were apartments, was 
also higher than most. In contrast, 
the lion’s share of insured volumes 
in Montréal were singles (87.4 per 
cent); this higher proportion of 
insured singles indicates that 
Montréal is more affordable than 
either Vancouver or Toronto. 

The five biggest percentage point 
increases in affordability since last 


| June were in Edmonton (31.5), Hull 


(20.9), London (12.2), Halifax (12.0) 
and Kitchener (11.1). All areas 
except Regina had an increase in 
affordability. Higher prices and 
fewer affordable listings caused 
Regina’s affordability to go down by 
5.3 percentage points. 


al First-Time Buyers 


Supply Affordable to Potenti 


MAXIMUM RESALE AFFORDABLE 
CENSUS 1995 AFFORDABLE SUPPLY NEW 

METROPOLITAN FAMILY INCOME HOUSE PRICE* AFFORDABLE MOST PREVALENT CONSTRUCTION** 

_ AREA (CMA) TYPE $ $ | % HOUSE TYPE i % 

Victoria Family ~ 59,586 198,875 43.9 Condo Apartment 49.0 
Non Family 46,634 153,259 20.3 Condo Apartment 30.7 
Total 54,320 179,815 33.6 Condo Apartment 42.4 
Vancouver Family 66,375 227,238 36.8 Newert Townhouse 47.3 
Non Family 59,047 184,856 26.8 Newer Condo Apt. 36.2 
Total 61,491 209,069 32.8 Oldert Townhouse, New Condo Apt. 42.4 
Edmonton Family 49,969 157,312 82.3 New 2-Storey, 11/2-Storey 71.8 
Non Family 41,674 128,466 68.3 New Split, Existing Bungalow 41.1 
Total 46,423 145,178 78.0 New Split, Existing Bungalow 62.1 
Calgary Family 54,143 179,980 93.4 New 2-Storey, New Split-Level 70.1 
Non Family 45,234 150,366 80.7 New Apt. Condo, Existing Split-Level 448 
Total 50250 167,055 91.6 New 2-Storey, Apartment Condo 59.7 
Saskatoon Family 51,756 157,324 83.5 Bungalow, Split-Level 79.9 
Non Family 46,996 142,857 79.5 Bungalow, Split-Level {3.2 
Total 49,794 74151 362 82.4 Bungalow, Split Level 77.5 
Regina Family 54,098 162,025 50.9 Bungalow 79.6 
Non Family 49,054 146,916 85.0 Bungalow 64.5 
Total 51,866 155,340 86.6 Bungalow TS 
Winnipeg Family 47,299 138,383 85.2 Newer Bungalow, Older 2-Storey 53.1 
Non Family 38,455 112,509 74.2 Newer Condo, Older Bung., 11/2-Storey 19.0 
Total 43,232 126,485 80.3 Newer Bungalow, Older 2-Storey 40.1 
Thunder Bay Family 55,550 180,535 82.8 Bungalow, 2-Storey 91.4 
Non Family 42,332 137,528 67.2 Bungalow, 11/2-Storey, Row/Apt 21.9 
Total 50,205 163,105 76.0 Bungalow, 11/2-Storey, Row/Apt 28.6 
Sudbury Family 52,682 167,219 83.1 Bungalow 80.7 
Non Family 40,853 129,671 64.8 Bungalow 39.2 
Total 48,647 154,410 80.0 Bungalow 71.9 
Windsor Family 49,796 152,011 a One Floor, 11/2-Storey, 2-Storey 38.6 
Non Family 41,567 126,888 37.9 One Floor, 11/2-Storey, 2-Storey AGS 
Total 46,540 142,069 48.2 One Floor, 11/2-Storey, 2-Storey 30.6 
London Family 49 643 156,324 65.4 Row Condo, One Floor 56.1 
Non Family 40,538 127,653 446 Row Condo, One Floor 20.0 
Total 45,910 144,569 5/8 Row Condo; One Floor 41.3 
Kitchener Family 50,945 154,576 61.8 Row Condo, Semi, 1 1/2-Storey 41.4 
Non Family 40,559 123,064 35.8 Row Condo, Apt Condo ate 
Total 47,151 143,066 54.9 Row Condo, Semi, 1 1/2-Storey Zoi 
St. Catharines- Family 47,266 144 809 58.8 Split-Level, Modest 2-Storey 13.8 
Niagara Non Family 38,563 118,146 38.4 Bungalow, Row & Apt. Condo 35.0 
Total 44,158 135,287 524 Bungalow, Split-Level 68.4 
Hamilton Family | 51,909 157,762 N/A N/A 49.9 
Non Family | 40,384 122,734 N/A N/A 1.1 
Total | 47,467 144 262 N/A N/A 43.5 
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Supply Affordable to Potential First-Time Buyers (cont'd) 


MAXIMUM RESALE AFFORDABLE 

CENSUS 1995 AFFORDABLE SUPPLY NEW 

METROPOLITAN FAMILY INCOME HOUSE PRICE* | AFFORDABLE MOST PREVALENT CONSTRUCTION** 

AREA (CMA) TNARE $ | $ % HOUSE TYPE % 

Toronto Family 63,000 193,543 62.2*** | Single, Semi 66.6 
Non Family 52,327 159,733 AO Semi, Townhouse 38.6 
Total 58,581 178,825 a ere Single, Semi 55.9 
Oshawa Family 57,185 175,273 N/A N/A Tie 
Non Family 47,947 146,959 N/A N/A 61.5 
Total 54,584 167,301 N/A N/A 73.9 
Ottawa Family 56,726 165,277 62.9 Bungalow, Townhouse 77.8 
Non Family | 46,208 134,631 40.9 Townhouse 20.2 
Total 52,006 181,020 54.4 Bungalow, Townhouse 67.0 
Hull Family 47,395 136,174 81.8 All Types 82.0 
Non Family 38,370 110,243 69.0 Bungalow, Semi 59.1 
Total 44,311 NZisoie 73.9 All Types 73.6 
Montréal Family 49 405 144,506 69.6 All Types 80.9 
Non Family 38,987 114,035 48.3 AllTypes 58.5 
Tos. | 45,268 132,404 61.7 All Types 76.0 
Trois-Riviéres Family 41,616 120,983 N/A N/A 95.1 
Non Family 34,130 99,221 N/A N/A 82.5 
Total 38,819 112,851 N/A N/A 92.3 
Sherbrooke Family 41/13. (118,615 123 Bungalow, 2-Storey 74.0 
Non Family | 32,875 93,483 51.9 Bungalow 51.6 
Total 38,310 108,938 65.1 Bungalow Vs 
Québec Family 45,599 125,574 (oS All Types Toa 
Non Family 36,958 101,780 5 All Types 49.7 
Total 42,039 115,770 67.2 All Types 64.6 
Chicoutimi- Family 43,736 126,247 82.5 Bungalow 94.4 
Jonquiére Non Family 35,416 102,232 67.0 Bungalow 88.1 
Total 41,492 119,770 79.8 Bungalow 93.1 
Saint John Family 44,700 138,841 82.9 Modest 2-Storey 81.8 
Non Family 39,693 123,288 74.9 Split-Entry 76.1 
Total 42,913 133,289 80.6 Modest 2-Storey 80.7 
Halifax Family 49,684 156,904 — 80.8 2-Storey 88.5 
' Non Family 43,502 137,379 78.0 Semi-Detached 75.4 
: Total 47,235 149,168 720 Split-Level 83.5 
St. John’s Family 47 834 145/511 86.2 Bungalow with basement apartment 87.0 
Non Family 47,579 144,953 86.0 Bungalow with basement apartment 85.2 
Total 47,747 145,468 86.2 Bungalow with basement apartment 87.0 
Charlottetown Family 44 888 137,972 64.9 All Types 774 
Non Family | 35,858 110,216 40.8 Bungalow 50.0 
Total 44,044 126,156 54.7 All but 2-Storey 69.0 
Metropolitan Family 66.1 66.5 
Area Total Non Family 50.0 40.9 
Total 60.2 58.3 


Sources: CMHC, local Real Estate Boards and 


t Newer is five years old or less. 
Statistics Canada. 


t+ Older is ten years old or more. 
N/A is data not available from the local real estate board. 


* Calculated with a mortgage rate of 8.2 per cent. 
** Percentage of new dwellings sold at or below the 
maximum affordable house price. 
*** Calculated using sales instead of active listings. 
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Toronto rental market shows 
resistance to high rents 


During most of the 1980s, it was widely believed that Toronto’s rental housing market was polarized, 
or two-tiered. Buildings constructed prior to 1975 have been subject to rent controls, but newer 
buildings were exempt from controls, at least until 1987. As a result of the exemption, owners of 
newer buildings have been able to charge higher rents. 


A related notion is that rents 
will naturally vary between 
buildings, due to differences 


in quality. Quality is difficult to meas- 
ure; however, we know the age of 
buildings, and age is related to qual- 
ity. New buildings have better ameni- 
ties and facilities, are constructed to 
modern technical standards, and re- 
flect modern tastes. Older buildings 
are often more modest. The passage 
of time (depreciation) also reduces 
their attractiveness and the rent that 
can be charged for them. However, 
for the oldest buildings — especially 
those constructed before 1950 — 
rents are often high. This reflects 
their cachet as unique properties: 
they are often in highly desirable 
central locations and many of them 
have been renovated to high 
standards. 

This article explores how rents in 
the Toronto CMA apartment market 
have changed in the last five years. 
It confirms that new buildings have 
high rents compared to old build- 
ings. For buildings constructed after 
1975, there is an additional gap 
above what might be expected on 
the basis of age alone. This reflects 
the polarized market. However, the 
new buildings show surprisingly 
small rent increases between 1990 
and 1995. 


Rents in 1990 and 1995 
The first graph shows rents for 
2-bedroom units. Rents are shown 
for October 1990 and October 1995. 
The rents are for each year of con- 
struction. There is a clear pattern of 
higher rents in newer buildings. For 
buildings constructed after the mid 
1970s, there is an additional jump in 
rents. This is especially obvious in 
the 1990 rents. By 1995, there is a 
much smaller gap for post-1975 
buildings. 

The data show that for buildings 
completed prior to the mid 1970s, 
rents increased by as much as $150 


CMHC 


during the five years. For newer 
buildings, there was little or no 
change in rents, and there were 
some reductions in average rents for 
new buildings. 


Two-bedroom apartments — 
Toronto CMA, 1990 and 1995 


Average Rent - Smoothed 
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SOURCE: CMHC. 


The next step uses a regression 
analysis. It shows — on a trend 
basis — how rents vary for different 
ages of buildings. It explicitly 
estimates the jump in rents for the 
post-1975 buildings. Once again, 
rents are shown as of October 1990 
and October 1995. 

The main results of the analysis 
are: 

e There is a natural age premium. 
For each year of age, rents differ 
by $7.68 for 2-bedroom apart- 
ments. If a 2-bedroom apartment 
that was built in 1960 has a rent of 
$720, a similar unit constructed in 
1970 should have a rent of $797. 

e In addition to the tendency for 
newer buildings to have higher 
rents, there is a big, additional 
shift for post-1975 buildings. As of 
1990, rents for post-1975 buildings 
were $200 above the trend line. 

e As of 1995, there was still a gap, 
but it was substantially reduced, to 
$33 (a 4 per cent gap). 

e Apartments constructed before 
1975 saw rent increases roughly 
equal to the rent control guideline 
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(24.5 per cent). For a typical two- 
bedroom apartment constructed in 
1970, the increase was 21.9 per 
cent. 

e For newer buildings, rents showed 
virtually no increases between 
1990 to 1995. 

e For newer apartments, which had 
no rent increases, the rent control 
guideline was not a constraint. 
Rents were limited by market 
forces, including competition from 
other new buildings and the avail- 
ability of cost-competitive home- 
ownership alternatives. The rents 
for these apartments are, as of 
October 1995, at the level dictated 
by the market. The next section 
suggests that in the first half of this 
decade vacancies imposed con- 
straints on the rents that could be 
charged for newer buildings. 


Vacancy rates in 1990 and 1995 


The Toronto CMA rental market was 
extremely tight during the mid 
1980s. In 1987, the vacancy rate was 
a minuscule 0.1 per cent. As an 
economic slowdown began in 1988, 
vacancies began to increase, reach- 
ing 1.0 per cent by October 1990 
and peaking at 2.2 per cent in 
October 1992. Since then vacancies 


have fallen, continued on page 8 


Apartment Vacancy Rate 
Toronto CMA, 1990 and 1995 
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SOURCE: CMHC. 
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Costs and Incomes for Demand Affordability Indicator 
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Sources: CMHC and Natural Resources Canada. 
_ Note that the taxes do not include any rebates. 
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AVERAGE MONTHLY INCOME 
STARTER MONTHLY ANNUAL TOTAL REQUIRED 

CENSUS HOUSE MORTGAGE ANNUAL HEATING CARRYING TO CARRY HOUSING 
METROPOLITAN PRICE COST TAXES COSTS COSTS COSTS 
AREA (CMA) ($) ($) ($) ($) ($) ($) 

JUL.-DEC. JUL.-DEC. | yuv-pec. JUL.-DEC. | JUL.-DEC. JUL.-DEC. | JUL.-DEC. JUL-DEC. | JUL-DEC. JUL-DEC. | JUL-DEC. JUL.-DEC. 
1994 1995 1994 1995 1994 1995 1994 1995 1994 1995 1994 1995 
Victoria 187,999 174,500 | 1521 1253) 1549 1,636 | 657 657 | 1,705 1,444 63,924 54,166 
Woncouvey 184,629 189.900 1,49 1966) 1541 1672| 447 = = 479 | 1,662 1,527 | 62,930 57,262 
‘Edmonton | 493,960 102,920 845 739, 1,347 «+1,350| 612 631 1,008 +904 37,808 33,911 

Calgary 122,893 121,000 999 869 | 1,303 1,315 546 550 | 1,153 1,024 | 43,234 38,419 
Saskatoon 78,234 80,444 636 578 | 1,570 ~—«1,592 689 644 824 764 | 30,904 28,654 
Regina 75,082 81,451 | 610 585 2,020 2,070 668 625 834 810 | 31,284 30,360 
“Winnipeg 79.879 81,500 649 «= 585 | 2.230 ©2339 +790 +«=—«819|-««aOt_:=Ss«89 «33,784 31,820 
ThunderBay | 142,053 108,500/ 911 779) 1,931 1,829) 907-71 | 1409771 41,146 36,414 
Sudbury | 499.046 112.784| 886 810 1,571 1,558| 836 878 | 1,087 1,013 40,758 37,990 
Windsor 109,206 114,293 888 821 | 1,660 1,660 727 684} 1,087 1,016 | 40,746 38,109 
London 122,123 119,422 993 858 | 1,636 1,665 727 684} 1,190 1,053 | 44,608 39,506 
Kitchener 129,990 129,085 | 1,057 927) 2121 2131 727 684} 1,294 1,162 | 48,521 43,566 
" $t.Catharines- . oe 

Niagara 108,371 111,172 | 881 798 1803 1047) 690) = O50] 1085 = 1,015 | 41,072 38,089 
‘Hamilton 497,563 135,704 | 1,118 975 | 2,099 2,098) 727 +684. «1,954 «1,207 50,761 45,245 
Toronto 169,718 168,412 | 1379 1,210) 2,749 2,749 690 650 |. 1,666. 1498 | 62.477 55,983 
Oshawa 138,746 142,215 | 1,128 1,021 | 2,380 2,374 690 650 | 1,384 1,273 | 51,882 47,754 
Ottawa 135,022 128,946 | 1,097 926 | 2,935 2,963 751 707 | 1,405 1,232 | 52,671 46,198 
Hull 97,689 94,097 794 676 | 1,941 1,946 | 1,273 1,265 | 1,062 943 | 39,820 35,381 
Montréal 102,019 101,000 829 725.1 1,987 1,951 | 1.242... 1,234 |. 1,004 991 41,029 37,159 
Trois-Rivigres | 8.539 67,681 657s «406 | 1409 «A409 «1328 = 1815) 785713 | 29,428 26,742 
enerbrooks | 79.272. «81,2341 644.588.1579. 1,592) 1953 1.345 | | 889. 828. | 33,324 31,058 
Quebec 89,370 88,029 726 632 | 1,956 1,970) 1,353 1,345 | 1,002 908 | 37,580 34,069 
Chicoutimi- 

Jonquigre | 72.018 69,985 585 503 | 1,527 1,532 | 1,404 1,395 830 747 | 31,110 27,999 
Saint John 72,190 78,056 587 B61 = 1118s 1,160 see 1165: = = 1,068 777 746 | 29,121 27,972 
Halifax igi745 08103) ey 708) 1367 = 1,366 | 1.000 =«912 | 1,024 ~~ 895 | 38,407 93,549 
"St. John’s 92,581 89,804 752 645 | 1,095 1,097} 1,189 1,155 943 833 | 35,355 31,224 
Charlottetown | 77,990 75,000| 626 539| 1,358 1,405| 1,033 1,043) 825 743 30,942 27,848 


continued from page six reaching 0.8 per 
cent by October 1995. 

As has been seen, at the start of 
the 1990s there were huge differ- 
ences in rents between old and new 
apartments. With increased vacan- 
cies, more competition between 
landlords, and more consumer 
choice, newer, high-rent projects 
saw the greatest increase in vacan- 
cies. The second graph shows that 
as of 1990, units completed prior to 
the mid 1970s had very low vacan- 
cies, but vacancies were sharply 
higher for new structures. 

Subsequently, with the realign- 
ment of rents, the distribution of 
vacancies has become much more 
equal. New units have seen a sharp 
drop in vacancies. Middle-aged 
projects (built between 1960 and the 
mid 1970s) have seen a small in- 
crease in vacancies. At this point, 
there is just a slightly lower vacancy 


rate for middle-aged rental projects. 
This indicates that the realignment 

of rents is close to completion, but 
not quite done yet. 


Conclusions 

At the start of the decade, Toronto’s 
rental market was clearly polarized 
— there was a large rent gap 
between new and old buildings. As 
of the fall of 1995, the difference 
had been considerably reduced, 
although a small gap remains. 

It appears that the distribution of 
rents for pre- and post-1975 build- 
ings will continue to converge, until 
there is no gap for post-1975 build- 
ings. At that time, the distribution of 
rents by year of construction should 
be a straight line, rising gradually to 
reflect a small new-unit premium. 
This adjustment could occur through 
continued increases in the rents of 
pre-1975 buildings, with slower in- 


DEMAND AFFORDABILITY 
INDICATOR 


Per Cent of Renters Who Can Afford: 

This represents the percentage of renter households in 
the prime home buying age group of 20 to 44 years, 
who have an income equal to or greater than the in- 
come required to purchase an average starter home. 
All family and non-family households in the 20 to 44 
age group are included in the analysis. Renter house- 
holds who qualify for NHA social housing programs 
are also included. 


Average Starter House Price: 

The average starter house price is defined as the aver- 
age price for an NHA insured home and includes the 
following house types: single; semi-detached; 
rowhouse; mobile home; and apartment condomin- 
jum. To insure that NHA starter home prices are repre- 
sentative of first time buyers from one time period to 
another, the data are analyzed to control for distribu- 
tion changes that would otherwise skew the average. 
NHA insured homes are typically bought by young first- 
time buyers with less than 25 per cent downpayment. 
The price is the average for each six month period. 
This price excludes those homes insured under the 
five per cent downpayment program. 


Monthly Mortgage Cost: 

The monthly principal and interest payment associated 
with the average starter home price, assuming a 10 per 
cent downpayment. The required mortgage insurance 
premium has been added to the mortgage balance. 


Property Taxes: 
Average property taxes for a dwelling owned and occu- 
pied by its owner. Data are CMHC estimates. 


Heating Costs: 

Average heating costs representative of a starter home. 
Data are from Natural Resources Canada and include 
the Goods and Services Tax. 


Total Monthly Carrying Costs: 
Total of monthly payments required for principal, inter- 
est, average property taxes, and heating costs. 


Income Required to Carry Total Costs: 
The income required to service the mortgage pay- 
ments, property taxes and heating costs, assuming a 32 
per cent gross debt service ratio. 


Mortgage: 

A three-year term closed mortgage was assumed with 
a 25 year amortization period. An average mortgage 
rate of 9.8 per cent was used for the last half of 1994 
and a rate of 8.2 per cent was used for the last half of 
1995. 


SUPPLY INDICATORS 
Renter Household Types: 


Renter households aged 20-44 who have the potential 
to become home owners in the near future are in- 
cluded in the supply analysis. They are classified as 
either a non-family household, which includes house- 
holds of one or more unattached persons or family 
households which include at least one economic fam- 
ily. An economic family is defined as a group of re- 
lated individuals sharing a common dwelling unit. 
Total households refers to all households, family and 
non-family. Low income renters eligible for NHA social 
housing programs have not been included in the sup- 
ply indicator. 


Maximum Affordable House: 

Maximum price a household could afford based on its 
income and assuming a 32 per cent gross debt service 
ratio to service the mortgage payment, property taxes 
and heating costs. A three year mortgage rate of 8.2 
per cent is used and a 10 per cent down payment is as- 
sumed. 


Resale Supply Available: 
The per cent of MLS active listings at or below the 
maximum affordable house price. 


Most Prevalent House Types: 

The house types most often listed in the supply of ac- 
tive MLS listings. The house types are not exclusive of 
other house types that could also be included in the 
supply available. 


Affordable New Construction: 

The per cent of new single, semi, apartment or row 
dwellings sold at or below the maximum affordable 
house price. 


creases for new buildings. At current 
rates of rent increases, this could 
take another two years. Once this ad- 
justment has occurred, it is possible 
that pre- and post-1975 buildings 

will see rents increase at about the 
same rate. 

With continued tightening of the 
Toronto CMA rental market, market 
forces will dictate some acceleration 
of rent increases. However, the rate 
of increases will be tempered by 
competition from the homeowner- 
ship alternative, especially for newer 
projects with high rents. An addi- 
tional factor is the recent reduction 
in social assistance payments in 
Ontario. This will certainly result in 
some reduction in rental demand in 
the Toronto CMA. 

Notwithstanding the tightening of 
the Toronto CMA rental market, 
there are limits to rent increases. 
Competition from homeownership 
alternatives will tend to limit rent 
increases in the upper part of the 
market while reduced social assis- 
tance payments will limit increases 
in the bottom half. The greatest pres- 
sures for rent increases will be in the 
middle, including the large group of 
buildings that were constructed dur- 
ing the 1960s and early 1970s.™ 


This article was written by Willard Dunning, 
Senior Market Analyst at CMHC’s Toronto 
Branch. A more comprehensive version of this 
report is available from Toronto Branch at a 
price of $15. Contact Beverly Doucette (416) 
789-8708. 
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Excessive homeowner mortgage debt: 
more perception than reality 


ousehold debt in Canada 

has been the source of 

considerable interest in 
early 1996. Recently released data 
for a number of widely reported 
indicators of personal financial 
health has raised the concern that 
households are buried under re- 
cord high debt levels. 

This article analyses the 
situation by examining three key 
indicators of debt: mortgage and 
consumer credit as a percentage 
of personal disposable income, 
personal bankruptcies and 
CMHC mortgage defaults. The 
remainder of this article answers 
two important questions: 


e Are homeowners buried under 
a mountain of debt? 

e Why are personal bankruptcies 
and mortgage defaults setting 
record highs? 

Overall the analysis shows that 
homeowners in Canada are not 
buried under a mountain of debt 
and their mortgage debt levels 
are not as high as some indica- 
tors suggest. 

Another important finding is 
that record personal bankrupt- 
cies and claims on CMHC- 
insured mortgages in 1995 were 
not caused by excessive debt 
levels. Since 1991, many Canadi- 
ans have lost their jobs as a 


Credit to Personal Disposable Income Ratios 


Canada 1978-1995 
(per cent) 
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result of economic restructuring 
and downsizing. The decline in 
their income has become so 
serious that record numbers of 
people can no longer continue 
making payments on debts that 
they had previously been able to 
carry. 

Research confirms that these 
circumstances are a major Cause 
underlying insolvency: approxi- 
mately 75 per cent of Canadians 
who declared bankruptcy had 
changed jobs or had their 
employment interrupted within 
the previous three years. 


Are homeowners buried 
under a mountain of 
debt? 


As shown in the accompanying 
graph, mortgage and consumer 
credit has increased significantly 
as a percentage of personal 
disposable income since 1984. 
By the end of 1995, the ratio hit 
a historic high of 89.6 per cent, 
prompting many in the industry 
to conclude that household debt 
levels were becoming critical. 
Underlying the movement in 
the ratio has been an explosive 
growth in residential mortgage 
credit, which increased 185 per 
cent between 1985 and 1995. 


continued on next page 
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During the same time period, 
consumer credit, such as per- 
sonal loans, credit cards and 
lines of credit, increased more 
moderately, at 108 per cent. Per- 
sonal disposable income grew 
the least, at 59 per cent. 

The data published on credit 
levels and personal income is 
timely and comprehensive. The 
information is part of both the 
Bank of Canada’s financial report- 
ing and the national accounts. 
Together, these two sources pro- 
vide an excellent framework for 
monitoring aggregate economic 
and financial flows of the econ- 
omy. However, a number of 
conceptual and reporting require- 
ments make it difficult to defini- 
tively relate the aggregate 
statistics reported for residential 
mortgage credit to the financial 
health of households, particularly 
those that are homeowners. 


Rea 
Strong relationships cannot 
be established between 
residential mortgage debt 


and homeowners. 
SE A AE RT 


The most important reason 
why strong relationships cannot 
be established between residen- 
tial mortgage debt and house- 
holds is that the total residential 
mortgage credit outstanding in- 
cludes all institutional mortgages 
taken out on residential property 
in Canada. This includes mort- 
gages taken out by homeowners 
on the homes they own and 
occupy, as well as residential 
mortgages for investment proper- 
ties, whether by private individu- 
als, institutional investors or 
corporations. 

The total could also include 
residential mortgages placed on 
personal residences for purposes 


like equity take-out or small busi- 
ness loans, or for securing invest- 
ment loans. 

It is clear that when all types 
of residential mortgages are 
reported, the total will be all- 
inclusive for the purpose of moni- 
toring national credit levels. It is 
also evident that homeowners 
are not the only sector of the 
economy creating and paying the 
cost of sustaining the aggregate 
pool of residential mortgages in 
Canada. Unfortunately, these 
sources do not reflect the distri- 
bution of residential mortgages 
held by different types of prop- 
erty owners. 

A second limitation of the data 
making it difficult to draw defini- 
tive conclusions about the finan- 
cial health of households is the 
definition of personal disposable 
income. In the national accounts, 
figures for personal income com- 
bine income from a variety of 
sources. Some relate specifically 
to ways in which households 
earn income or receive money 
transfers, while others relate 
more to business and commer- 
cial activities that generate 
income. 

To be sure, the most impor- 
tant sources of income included 
specifically relate to the personal 
household sector, such as wages, 
salaries and supplementary 


labour income. In 1995, this 
category was by far the largest 
single source, accounting for 63 
per cent of total personal income. 

Sources relating more to busi- 
ness and commercial activities 
are net income from farm produc- 
tion and from non-farm unincor- 
porated businesses. For any 
unincorporated business earning 
rent, only net rental income is in- 
cluded. This is an important con- 
sideration in assessing the ratio 
of residential mortgage credit to 
personal disposable income, as 
the income does not include 
gross rents which would service 
any investment-related mortgage 
debt. The mortgage balance, 
however, would be included in 
the pool of mortgages outstand- 
ing, and as a result the ratio 
would be artificially inflated. 

Compounding this effect is the 
fact that the pool of aggregate 
residential mortgages also 
includes mortgages on rental 
properties held by incorporated 
businesses, (such as institutional 
investors and corporations). 
Neither the gross nor the net 
rents they receive to service the 
debt is included in the ratio. 

In view of the fact that 36.3 
per cent of Canada’s housing 
stock was rented in 1995, (the 
proportion of residential mort- 


gages that are continued on next page 


Summary of Mortgage Debt Outstanding 


in Billions $ 


1988 
All Residential Mortgages”) 181.3 
Homeowner Mortgages'*) 103.8 
Difference Li5 
Per cent 42.7 


Percentage 
1991 Change 
1988-1991 
258.6 43% 
132.4 28% 
126.2 63% 
48.8 


Sources: (1) Bank of Canada 


(2) HIFE Survey, Shelter Cost of Survey of 1988 and 1991, Statistics Canada. 
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rental is not known), the com- 
bined effect on the ratio is 
significant. 

In 1988 and 1991, a special 
Shelter Cost Survey was con- 
ducted as part of an expanded 
annual Household, Income, 
Facilities and Equipment Survey 
(HIFE). The survey ascertained 
the outstanding mortgage 
balance of homeowners. The 
summary below compares the 
homeowner mortgage debt re- 
ported in the Shelter Cost Survey 
with the total of all residential 
mortgages reported by the Bank 
of Canada. 

As shown at the bottom of 
page two, in 1988 the aggregate 
homeowner mortgage balance 
was $103.8 billion, $77.5 billion 
less than the $181.3 billion 
reported for all residential mort- 
gages. By 1991, the total home- 
owner mortgage balance 
increased 28 per cent to $132.4 
billion. The aggregate balance of 
all residential mortgages grew 
significantly faster, increasing 43 
per cent to $258.6 billion. Of 
more interest is the difference be- 
tween the two pools of mortgage 
balances outstanding. By 1991, 
the difference (which represents 
income-producing investment 
mortgages) increased an amazing 
63 per cent, to $126.2 billion. 

The results of this comparison 
are consistent with the findings 
of two major research studies on 
the creation of rental units dur- 
ing the 1980s. The first, a study 
of the Ontario Rental Housing 
Market by M. Steele (“Conver- 
sions, Condominiums and Capital 
Gains: The Transformation of the 
Ontario Rental Housing Market,” 
Urban Studies, vol. 80, no. 1, 
1993, 103-126), showed a signifi- 
cant shift in rental investment in 
the 1980s from corporate inves- 
tors to individual investors. 
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Between 1982 and 1986, approxi- 
mately 78,000 rental units were 
created by conversion from 
home ownership units to rental. 

A second research study of 
selected rental markets (CMHC 
and B.C. Housing Management 
Commission, Rental Housing: A 
Study of Selected Local Markets, 
1991) found that over 25,000 rent- 
al units were created in Vancouver 
between 1985 and 1989, most by 
the sale of owner-occupied homes 
to individual investors for sub- 
sequent rental. 

In both studies, small and indi- 
vidual investors were motivated 
by (1) the prospect of future capi- 
tal gains; (2) changes to the tax 
system introduced in 1984 that 
allowed individual investors a 
lifetime capital gain exemption; 
and (3) rising real estate markets 
in Southern Ontario, the lower 
mainland area of Vancouver and 
Victoria during the second half 
of the 1980s. 

Overall, the findings clearly 
indicate that growth in residential 
mortgages in the second half of 
the 1980s was led by a signifi- 
cant amount of investment- 
related mortgage activity. The 
combined impact of these factors 


explains the rapid growth in resi- 
dential mortgages outstanding 
and the dramatic rise in the ratio 
of mortgage debt to income, par- 
ticularly between 1985 and 1991. 
Because of reporting limitations, 
the data and analysis do not pro- 
vide conclusive insight into the 
question of whether the level of 
homeowner mortgage credit 
became excessive. 


ee eA MOOS 
Despite the large increases 
in residential mortgage 
growth in the last ten 
years, almost one 
homeowner in two remains 


mortgage-free in Canada. 
EAT CR 


Further insight into these ques- 
tions is available from the annual 
Household, Income, Facilities 
and Equipment Survey. The HIFE 
survey provides annual informa- 
tion on the number of house- 
holds that are homeowners, the 
number with mortgages, and in- 
come levels. The accompanying 
chart shows the proportion of 
households that are homeowners 
and the 


continued on next page 


Homeowner Households and Homeowners With No Mortgage 


(per cent) 


OS eaies 


60 


55 


50 


45 


40 


81,762) 783 84, (85) ‘86.87. 88. 69. 90° 97 


Homeowners with no mortgage 


Homeowners 


92 93 94 95 


i 


Source: Statistics Canada HIFE Survey. 


MARKETS —- SECOND QUARTER 


1996 


PAGE THREE 


percentage without mortgages be- 
tween 1981 and 1995. 

Since 1981, the proportion of 
homeowner households has fluc- 
tuated from a low of 61.2 per 
cent in 1988 to a 15-year high of 
63.7 per cent in 1995. Of more 
significance is the data that 
shows stability in the proportion 
of homeowners with no mort- 
gage. It has been 50 per cent 
throughout most of the period. 
During 1993-95, the proportion 
of homeowners without a mort- 
gage dropped to 47.9 per cent, 
then increased to 48.3 per cent. 
The decline was almost entirely 
caused by a high number of rent- 
ers buying their first home dur- 
ing these three years. 

This data indicates that despite 
the large increases in residential 
mortgage growth in the last ten 
years, almost one homeowner in 
two remains mortgage-free in 
Canada. The HIFE data for 1994 
indicates that the vast majority of 
homeowners over 60 were mort- 
gage-free. Data also reveals a sur- 
prising proportion of younger 
homeowners with no mortgage. 


Homeowner Households 


Age Group % Mortgage Free 
20-34 19 
30-39 20 
40-44 32 
45-59 52 
60-64 78 
65 + 86 


Source: Statistics Canada, HIFE Survey 1994. 


Now we can return to the 
question: “Are homeowners bur- 
ied under a mountain of debt?” 
The above analysis of HIFE data 
indicates that with almost half of 
all homeowners without a mort- 
gage in 1995, the critical ques- 
tion becomes whether the level 
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of indebtedness for households 
with a mortgage is excessive. 

Unfortunately, national data 
specific to the income and mort- 
gage balance of homeowners has 
not been collected since the last 
shelter-Cost- survey in. LOOT At 
that time, CMHC calculations indi- 
cated that the average Gross 
Debt Service (GDS) ratio of 
home owners with a mortgage 
was 21.4 per cent. 

This means that homeowner 
payments for mortgage interest, 
principal, property tax and heat- 
ing costs represented only 21.4 
per cent of gross household 
income. This level of shelter cost 
is more than ten percentage 
points below the industry- 
accepted limit of 32 per cent. 
The GDS ratio was below the 32 
per cent limit for all age groups, 
even the youngest homeowners, 
those under 24 years, who had . 
the highest ratio of all age 
groups: 28.4 per cent. 

The average GDS ratio in 1991 
of 21.4 per cent was about the 
same as in 1988, when it aver- 
aged 20.8 per cent. The stability 
of the ratio well below the ac- 
cepted limit during those three 
years indicates that despite 
strong growth in mortgage activ- 
ity, homeowner mortgage debt 
relative to income was stable and 
not excessive. 

The only major information 
available that would allow us to 
update this analysis for the years 
since 1991 shows the average 
GDS and Total Debt Service 
(TDS) levels for first-time buyers 
and repeat buyers who have 
purchased a home with a CMHC- 
insured mortgage. During this 
period, CMHC insurance activity 
set records in helping almost one 
million households buy homes, 
most of them for the first time. 


aa | 
Homebuyers have not, on 
average, taken on the 
maximum mortgage or total 
debt they could afford at the 


time of purchase. 
SENG RLS NS STE ED 


A profile of average GDS and 
TDS ratios for these homebuyers 
indicates they have not, on aver- 
age, taken on the maximum mort- 
gage or total debt they could 
afford at the time of purchase. 
Average GDS and TDS levels 
between 1992 and 1994 have 
averaged 23 per cent and 32 per 
cent, about 10 percentage points 
below the limits of 32 per cent 
and 42 per cent. 

The main finding of this analy- 
sis is that, on average, new home 
owners in the last five years did 
not take on more debt than they 
could manage at the time of 
mortgage approval. This finding 
stands despite strong first-time 
buyer activity. In fact, a continual 
pattern has emerged, that the 
mortgage debt levels of home- 
owners are well below industry 
GDS and TDS limits. 


continued on page 11 


Homeowner’ Shelter Costs 
to Income Ratio 


Age Group 1988 1991 
< 24 25.1 28.4 
e079 24.2 24.5 
30-34 22.0 22.7 
35-39 21.4 22.4 
40-44 19.1 19.9 
45-59 18.1 19.6 
60-64 21.9 20.4 
65 + 29.6 23.1 
Total 20.8 21.4 


RE RR OS LE EE LE TEED 
* Homeowners with a mortgage. 


Source: HIFE Survey, Shelter Cost of Survey of 
1988 and 1991, Statistics Canada 
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Resale market and single starts to 


rebound in 1996 


FORECAST HIGHLIGHTS 


@ Resale activity will be 
higher in 23 of the 27 
major centres in 1996, 
for an overall increase of 
7 per cent. 


lH Single housing starts will 
rebound in 18 centres, for 
a total increase of 11 per 
cent. 


& Total starts will increase 
in 16 of the major centres 
in 1996, although the 
level will be marginally 
down from 1995 as a 
result of 13 per cent 
fewer multiple starts. 


M@ Employment will be up 
in 20 major centres, with 
an average increase of 
1.2 per cent. 


he housing market over- 

all will turn around in 

1996 and will continue 
the positive tone established in 
the final quarters of 1995. Sup- 
porting this rebound will be 
strengthening consumer confi- 
dence as a result of improving 
employment combined with an 
abundant supply, attractive 
prices and near-record low mort- 
gage rates. 

The 7 per cent increase in the 
number of resales and higher sin- 
gle starts will buoy many hous- 
ing markets across Canada, 
especially after 13 per cent fewer 
resales and almost 30 per cent 
fewer total starts in 1995. Aver- 
age prices of resale homes will 
increase in 15 of the 27 major 
markets, and prices of new sin- 
gle homes will increase in nine 
major markets. 

The positive outlook for 
resales is against a background 


of ample supply of existing 
homes, often combined with 
good location and low prices. 
First-time buyers will continue to 
account for much of the strength 
in resales. A small upturn in 
move-up activity is also forecast. 
Overall resales will increase in 23 
major centres. 

While starts are forecast to 
increase in 16 major centres, the 
rebound in construction will 
come mainly in the singles mar- 
ket. Single-detached housing 
starts will increase in 18 major 
centres. Increases in all of them 
will follow declines in 1995. Con- 
ditions that are attractive for both 
first-time buyers and move-up 
buyers are responsible for this 
rise in activity. 

Tightening vacancy rates in 15 
major centres in 1996 will make 
homeownership more attractive 
for some people. However, the 
vacancy rate will remain at 4.2 
per cent overall, limiting the 
construction of rental apartments 
in many centres. 

In another development that 
will have a positive effect on 
sales, job growth will be 1.2 per 
cent on average for all major cen- 
tres, about the same as the 1.9 
per cent growth last year. Also of 
significance is the forecast that 
20 centres out of 27 will have job 
growth in 1990. 


Excellent buying 
conditions will drive 
resales up 


The resale market will rebound 
in 1996 as an abundant supply, 
attractive prices, near-record low 
mortgage rates and improving 
job prospects combine to create 


excellent buying opportunities 
across the country. Increased 
resales in 23 of the 27 major 
centres will represent a major 
rebound after declines in 25 
centres in 1995. 

The 1996 upturn will be strong- 
est in Vancouver in the west, 
Saint John and Trois-Riviéres in 
the east, and Kitchener and 
Sudbury in central Canada. Total 
demand for homes will grow 
very little in Vancouver because 
the increase in resales will be the 
result of a shift from the new 
house market. A wide selection 
of homes on the market, better 
prices and homes closer to the 
city centre will support this 
increase in sales. 

According to CMHC’s affordabil- 
ity indicator, published in the first 
quarter edition of 1996, the Saint 
John and Trois-Riviéres markets 
are among the most affordable in 
the country. These two markets 
are ripe for an increase in home 
ownership. The upsurge in Kitch- 
ener and Sudbury mainly reflects a 
reversal of the low levels of 1995 
and increased desire for home 
ownership. 

The centres forecast to have 
the largest percentage increases 
in southern Ontario are Kitch- 
ener (15.7), St. Catharines (10.3), 
Hamilton (8.6), London (7.5) and 
Windsor (6.8). Toronto-Oshawa 
will be the only region in south- 
ern Ontario with less activity in 
the resale market for the second 
year in a row. In the Toronto- 
Oshawa region, job growth is 
slow and public and private 
sector cutbacks are dampening 
consumer confidence. 

Although combined average 


resale activity in continued on page 8 
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Local Housing Market Indicators 


| | AVERAGE 3 UNIT +APT. 
NEW SINGLE NUMBER SINGLE STRUCTURES 
HOUSE NEW OF MLS VACANCY 
CENSUS yr/yr TOTAL yr/yr CHG SINGLE yr/yr HOUSE yrjyr MLS* yr/yr AVERAGE yr/yr RATES 
METROPOLITAN | TOTAL % HOUSING % INDEX HOUSING % PRICE % SALES % PRICE % OCTOBER 
AREAS (CMA) EMPLOYMENT CHG STARTS CHG % CHG STARTS CHG $ CHG (RES.) CHG $ CHG % 
ret ESTE a ETE SOT ERIC (SETTER TT VT RT OI 
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AVERAGE 3 UNIT +APT. 
NEW SINGLE NUMBER SINGLE STRUCTURES 
HOUSE NEW OF MLS | VACANCY 
CENSUS ytiyr TOTAL ytiyr CHG SINGLE —yr/yr HOUSE ytiyr MLS* yiyr | AVERAGE —=yriyr RATES 
METROPOLITAN TOTAL % HOUSING % INDEX | HOUSING  % PRICE % SALES % PRICE % OCTOBER 
AREAS (CMA) EMPLOYMENT CHG STARTS %CHG | STARTS CHG $ CHG (RES.) CHG $ CHE | % 
Oshawa 1994 126,000 1,963 1,485 177,055 4,469 140,031 3.4 
1995 127,800 1.4 13505 322 1035 30.3 164,000: 3.9) 4113-80) 187,958. -15 2.7 
1996** 127,000 -0.6 1,250 -6.0 1,000 -34) 184,000 00; 4,000 -27| 137,500 -03 2.2 
Ottawa 1994 393,400 3,929 0.2 1,732 198,742 7,620 147,543 2.6 
1995 380,800 -3.2 2,190 -44.3 | -1.8 807 -63.4) 217,200 9.3 6,481 -14.9| 143,193 -2.9 3.8 
1996** 382,200 0.4 2,312 5.6 | * -0.5 1,085 344) 204500 -58 7,430 14.6} 142,100 -0.8 4.0 
Hull 4994 148,000 Fo 2,128 Ger ol 127108 1,634 104,700 6.6 | 
4995 150,000 +14 1,208 -43.2 548 -44.5| 125,200 -2.0 1,243 -23.9) 102,600 °-2.0 8.3 | 
1996** 148,000 -13 1,000 -17.2 450 -179 | 123,000 -1.8 TAO 12.6) 101,500. -1.1 19 
Montréal 1994 1,523,000 13,157 0.5 6,134 137,602 18,381 116,307 6.8 
1995 1,544,000 1.4 7,468 -43.2 0.7 3,818 -37.8 |} 141,371 27M LO.225 yok lek TAA ASS ees 6.2 
1996** | 1,569,000 1.6 7,000 -6.3 0.0 3,/00 -3.1| 139,000 -1.7} 18500 14.0} 113,000 -1.0; 6.0 
Trois-Rivieres 1994 63,800 938 315 89,800 666 73,9001 74 
1995 62,700 -1.7 519 = _-44.7 217 -31.1| 94,800 5.6 674 1.2 70,8009 -4.2 Lo 
4996** 62,700 0.0 560 79 200 -78) 92,000 -3.0 fig 100 73,0009 3.1 5.8 
Sherbrooke 1994 67,250 983 434 101,100 860 84,800 8.0 
1995 65,500 -2.6 582 = -40.8 332 -23.5|) 106,000 4.8 758 -11.9 81,400 -4.0 6.2 
1996** 66,200 1.1 625 74 295, -11:1,| 105,000. -0.9 800 5.5 83,500 2.6 5.8 
Québec 4004 | 325.500 © 4.677 1 05 1042 +~=«|~—«96,900 3,997 84,000+ 6.9 
4905 | «316500 22) 2406 466) OF 1,077 “io, 97,000 07 S600 OT 83,000 -1.2 6.0 
1906** 315,400 -0.3 2400 02) 05 | 1120 40 97100 05) 3800 41 82,000¢ -1.2 5.5 
Chicoutimi- 1994 59,500 606 281 86,260 1,295§ 78,400 6.3 
Jonquiére 1995 61,830 3.9 311 -48.7 166 -40.9| 88200 2.2 1,222§:'1-5.6 74,700 = -4.7 6.0 
1996** 62;500' vat: 310 -0.3 170° 24) 90500 26 1,260§ 3.1 78,500 5.1 5.7 
Saint John 4994 58,600 442 0.1 3/9 107,442 963 84,430 8.0 
1995 59,300 381.2 267 39:6 0.1 195 -485/| 108,968 14 908. -5/ 88,581 49 8.6 
1996** 57,800 -2.5 300 =: 12.4 0.4 240 23.1; 110,750 16 1,050 15.6 86,700 -2.1 8.8 
Halifax 1994 165,000 2,460 2.8 1,412 124,500 4,636 103,481 1s 
1995 166,000 0.6 2,080 -15.4 2.8 1,173 -169) 126,400 1.5 A362) *O;04 103,211) <-0.3 1 
1996** 167,000 0.6 2,000 -3.8 2.0 1400-62 °127,000. 0.5 4200 -4.2| 104,500 1.2 7.9 
St. John’s 1994 80,500 diets 0.4 587 122,000 1,783 92,011 hal 
4995 81.900  1/ 745-38. 0.2 312 -468) 122,250 0.2 1.5/2 11.8 89,655 -26; 108 | 
1996** 60,900. -12 coo: i4i 7 05” ood i227) (22900 O05 Hg2o OT 90,500 0.9; 120 
Charlottetown 1994 25,750 276 223 116,300 258 97,600 6.2 | 
1995 25,450 -1.2 WA 38:0 149 -33.2| 114,000 -2.0 241 -6.6 95,800 -1.8 7.1 
1996** 26,000 2.2 188 9.9 160 7.4} 115,000 0.9 200% 7.9 96,500 0.7 7.4 
ALL 1994 8,643,470 99,627 50,864 194,719 4.6 
METRO 1995 8,804,660 19) 69,971 -298 34,837 -31.5 169,040 -13.2 4.2 
AREAS 4996** | 8,908,600 12) 69,447 -0.7 30,045 112 180,653 69 42 


* Multiple Listing Service (MLS) is a registered certification mark owned by 4 Benchmark house price. 
The Canadian Real Estate Association. + Average price for single-detached, semi-detached, row and apartment condo. 
** 1996 values are CMHC forecasts . § Sales data is from TEELA. 


t Average MLS price. 


SOURCES: CMHC, Statistics Canada and local real estate boards. 
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all centres will 
increase, resales will decrease in 
four centres in 1996: Halifax (-4.2 
per cent), Toronto-¢-3.2), 
Oshawa (-2.7), and Saskatoon 
2:3). 

Resales markets are shown in 
the accompanying chart “Hottest 
and Coolest Markets for Resales 
in 1996.” It shows the relative 
position of Canada’s 27 major 
markets by comparing the num- 
ber of sales and average prices 
forecast for 1996. 

The coolest markets, those 
forecast to have both declining 
resales and average prices rela- 
tive to 1995, are named in the 
bottom left quadrant. The hottest 
markets, forecast to have a posi- 
tive increase in sales and an 
increase of at least 1.0 per cent 
in average prices, are in the top 
right quadrant. 

As shown in the chart below, 
resale home prices are forecast 
to rise in many centres in 1996. 
The average price of single re- 
sales will increase by more than 
1.0 per cent in 15 of the 27 major 
centres in 1996. Of the 15 this 
year, 11 major centres will be 


continued from page 5 


experiencing a rebound. This is 
even more of a positive develop- 
ment because prices increased 
by more than 1.0 per cent in 
only four centres in 1995. Prices 
will increase the most in Trois- 
Rivieres (3.1 per cent) and 
Sherbrooke (2.6), followed 
closely by Vancouver (2.4). 


Starts to rise the most in 
manufacturing-based 
centres of southern 
Ontario 


Overall, starts will be at the same 
level in 1996 as in 1995. A 
decline in multiple starts will be 
balanced by single starts, which 
will rebound 11 per cent in 1996 
after declining by close to 32 per 
cent in 1995. In contrast to 1995, 
when only one market had an 
increase, total starts will be up in 
16 major centres in 1996. 

Five centres in Ontario will 
see 1996 starts rise the most from 
1995. Thunder Bay will rebound 
after a sharp downturn in 1995 
to post an increase of 40.8 per 
cent. Four industrial centres of 
southwestern Ontario are fore- 


cast to have big percentage 
increases in starts in 1996: 

St. Catharines-Niagara (25.3), 
London (24.5), Windsor (23.7) 
and Kitchener (22.2). 

A strong first-time buyer 
market in St. Catharines and 
Kitchener is forecast to increase 
demand of ownership dwellings 
and help increase resales. Fewer 
resale homes for sale will shift 
buyers to more new single- 
detached homes. 

Housing starts in London will re- 
gain momentum after plunging 48 
per cent in 1995. Rising homeown- 
ership demand from renters and 
move-down buyers will bolster 
starts. Windsor will continue the 
upswing that began in the fourth 
quarter of 1995 and led to the 
third-best year on record. The re- 
cord was set in 1994. A large sup- 
ply of land enables builders to 
offer new houses at attractive 
prices to first-time buyers. 

The rebound in southern 
Ontario is not forecast in 
Toronto-Oshawa, where activity 
will lag behind. 

Many centres will have fewer 


rental and continued on next page 


Hottest and Coolest Markets for Resales in 1996 


MLS Sales (residential) HOMEST 
20% 

Sudbury Kitchener 
15% Saint John Montréal Ottawa Vancouver Trois-Riviéres 

St. Catharines Calgary 
10% Hull St. John’s Edmonton Hamilton 

Charlottetown London Windsor 
5% Victoria Québec Regina Sherbrooke 

Winnipeg Chicoutimi 
0% | Thunder Bay 
Oshawa Saskatoon 
—5% | Toronto Halifax 
-10% 
—-15% 
—20% | 
-2.5% 2.0% -1.5% -1.0%  -0.5% 0% 0.5% 10% 15% 20% 25% 3.00% 35% 40% 45% 5.0% 


COOLEST MLS Average Price 


PAGE EIGHT 


CMHC CANADIAN HOUSING MARKETS —- SECOND QUARTER 1996 


condominium starts in 1996 be- 
cause job growth will be slower 
than in 1995 and because va- 
cancy rates, while decreasing, 
will remain too high to encour- 
age new construction. 


Builders across country 
to benefit from singles 
growth 


The performance of new 
single-detached housing will pick 
up 11 per cent in 1996. Interest 
rates will remain at affordable 
levels and consumer confidence 
will strengthen, particularly for 
move-up buyers as resales are 
expected to improve and push 
single starts up. Eighteen centres 
will have higher singles, in 
contrast to 1995, when only one 
centre had an increase. 

Except for Edmonton, which 
will increase almost 30 per cent, 
all the centres with the biggest 
single starts increases are in 
Ontario: St.Catharines (39.8), 
Ottawa (34.4), Toronto (30.8) 
and London (20.9). In Edmonton, 
the higher level of single starts 
forecast reflects a reversal of the 


large losses experienced in 1995. 
Last year, St. Catharines experi- 
enced a much lower level of 
new single-detached sales than 
the level of MLS sales might have 
indicated. However, the histori- 
cal relationship between the two 
factors should reassert itself this 
year. The strong showing of MLS 
sales so far points to a significant 
increase in single-detached starts. 

The new single-detached mar- 
kets in both Ottawa and London 
are forecast to respond to im- 
provements in the resale market 
in 1996. In both cases, more af- 
fordable single-detached homes 
will be built to meet the increas- 
ing demand for less expensive 
single-detached homes. 

As in Edmonton, the increase 
in Toronto will reflect regained 
strength in the market after a 
weak 1995. Single starts will 
improve 31 per cent because of 
low mortgage carrying costs that 
started to increase resales in the 
last quarter of 1995 and will spill 
over to new construction sales in 
1996. 

Even as most major markets 
across Canada do better in 1996, 


there will be a decreasing num- 
ber of single-detached starts in 
some centres. The five markets 
with the biggest decrease will be 
Hull ¢17.9), Saskatoon G11.3), 
Sherbrooke (-11.1), Trois-Riviéres 
(-7.8) and Vancouver (-7.2). 

The chart “Hottest and Coolest 
Markets for New Single Houses in 
1996” shows the expected relative 
position of Canada’s 27 major 
markets. It shows the combined 
strength of single-detached starts 
and average prices for units sold 
in 1996. 

The best markets, those with 
starts increases combined with 
price increases of 1.0 per cent or 
more, are in the top right quad- 
rant. The increases in these mar- 
kets will be bolstered largely by 
more active move-up buyers who 
sell homes by taking advantage of 
the rebound in resale markets. 

Hull will be the least vigorous 
market. There, a combination of 
lower prices and starts is forecast 
for 1996. This will be Hull’s fifth 
consecutive year of lower single 
starts. There will be 18 per cent 
fewer starts this year, after a 


continued on next page 


Hottest and Coolest Markets for New Single Houses in 1996 
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continued from previous page 

drop of 44 per cent in 1995. The 
decline in 1996 is the result of an 
abundant supply of resale homes 
and lack of demand due primar- 
ily to job insecurity. 

Many markets (shown in the 
top left of the chart) are forecast 
to be “lukewarm.” These will 
have more starts but decreasing 
average prices. Two main factors 
account for 1996 price decreases 


in spite of increased demand. 
First, all of these markets will 
only partially recover from down- 
turns in 1995. Second, builders 
are continuing to respond to the 
needs of first-time buyers by of- 
fering a high proportion of prod- 
ucts targeted to more affordable 
price ranges, keeping average 
prices lower. 


CMHC helps connect you to your market 
with reliable, unbiased publications 


Our unequaled information resources give objective and unbiased data 
that is both authoritative and reliable. Join the thousands of industry 
professionals and decision makers who rely on these publications to 
keep on top of emerging trends and plugged into a network of 


national housing experts. 


[W National Housing Outlook delivers Canada’s most comprehensive 
assessment of current and future housing market conditions at the 
national and provincial levels, on a quarterly basis. This essential 
publication features two-year forecasts for housing starts, resale 
transactions and prices, vacancy rates, and projections for key 
housing market and economic indicators. 


Comprehensive tables in each issue, featuring data crucial to 
effective strategic planning, can serve you as a reliable source of 
statistics as you prepare your Own industry analysis and reports. 


lf Mortgage Market Trends is an important source of detailed 
analysis of primary and secondary mortgage markets. This quarterly 
publication identifies trends in mortgage lending activity, monitors 
the market share of mortgage credit by type of lending institution, 
and tracks trends in mortgage rates. 


[Wf For more than a generation, Canadian Housing Statistics has 
provided up-to-date statistics on house-building and 
mortgage-lending activity in Canada. This comprehensive annual 
compilation of data on market conditions and housing supply and 
demand is updated monthly in Monthly Housing Statistics. 


lf Housing Information Monthly is based on three national surveys 
conducted by CMHC. It presents information on the number of new 
houses started, completed and sold in Canada’s major urban centres, 
as well as on rental market conditions. 


Subscribe to publications from CMHC’s Market Analysis Centre — it’s like 
having your own market consultant for just pennies a day! 

To subscribe, call 1-800-668-CMHC or fax 1-800-463-3853 and use your VISA, 
MasterCard or American Express. Outside Canada, please call (416) 282-2950. 


All MAC publications are now available through the Canadian Housing 
Market Online Service (CHMOS) on the Internet. Find out how to use 
this timely source by calling 1-888-246-6763. 


LOCAL HOUSING MARKET 
INDICATORS 
(pages 6 & 7) 


Total Employment 


The number of people employed 
in the CMA in all industries in a 
given year. 


Total Housing Starts 


Total number of starts for all 
housing types for the year. 


Single Housing Starts 


Total number of single housing 
units initiated during the year. 


New House Price Index 

A measure of change in the prices 
charged by contractors for new 
residential houses whose detailed 
specifications remain the same 
between two consecutive periods. 


Single New House Price 


The weighted average price of all 
units sold during the year. 


Number of MLS Sales 
(residential) 


Total number of sales for all types 
of residential dwellings sold 
through MLS for the year. This 
number is supplied by local real 
estate boards. 


Single MLS Average Price 
Weighted average price of single 
family homes sold through MLS 
for the year. Price data is supplied 
by local real estate boards. 


Three-Unit plus Apartment 
Structures Vacancy Rate 
Overall private market vacancy 
rate reported in CMHC’s Rental 
Market Survey for October. 
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continued from page 4 

Based on this information, we 
can conclude that homeowners in 
Canada are not buried under a 
mountain of debt. It is also evi- 
dent that with one in every two 
homeowners mortgage-free and 
with record numbers of new 
homeowners opting for debt 
levels well below industry limits, 
ageregate mortgage debt is not as 
high as some indicators suggest. 


Why are personal 
bankruptcies and 
mortgage defaults so 
high? 


Despite the findings reported in 
the preceding section, personal 
bankruptcies and CMHC 
mortgage insurance claims on 
homeowner loans hit record 
levels in 1995. As shown in the 
graph, personal bankruptcies 
started to increase as far back as 
1986. Dramatic increases 
occurred in both 1990 and 1991, 
when new records were set. 
Bankruptcies eased slightly in’ 
1993 and 1994 before setting 
another record high in 1995. 
The pattern of mortgage 
claims in the 1990s seems to fol- 


Personal Bankruptcies and Mortgage Claims 


Canada 1978-1995 
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Source: Industry Canada, CMHC. 


low that of bankruptcies by one 
or two years. Since 1990, the an- 
nual number of bankruptcies has 
fluctuated in a range between 
53,000 and 65,000, and claims 
have settled into a range be- 
tween 5,800 and 6,800, approxi- 
mately one tenth the magnitude 
of personal bankruptcies. 

While consumer debt is some- 
times a factor causing insolvency, 
the graph comparing consumer 
debt and disposable income on 
page one does not indicate a 
trend to excessive consumer debt 


What are the latest developments in 
the mortgage-backed securities 


market? 


What is the latest technology to help 
me determine risks? 


What factors do people consider when 
choosing a mortgage lender? 


What can | expect in the future? 


Get answers to these critical questions and more in 
Mortgage Market Trends, CMHC’s authoritative quarterly publication of detailed 
analysis of primary and secondary mortgage markets. 


Use it to identify trends in mortgage lending activity, track trends in mortgage rates, 
and stay on top of the demand for mortgage credit. 


To subscribe, call 1-800-668-CMHC or fax 1-800-463-3853 and use your VISA, 
MasterCard or American Express. Outside Canada, please call (416)282-2950. All 
Market Analysis Centre publications are now available through the Canadian 
Housing Market Online Service (CHMOS) on the Internet. Call 1-888-246-6763. 


78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 
CMHC Claims 


relative to income as the major 
factor, In fact, research has 
found a number of other factors 
that are important as causes of 
bankruptcy in the 1990s: unem- 
ployment, financial mismanage- 
ment, medical reasons and 
marital problems. 

Since 1991, many Canadians 
have lost their jobs as a result of 
economic restructuring and 
downsizing. The decline in their 
income has become so serious 
that record numbers can no 
longer continue making pay- 
ments on debts that they had 
previously been able to carry. 
Research confirms that these 
circumstances are a major cause 
underlying insolvency: approxi- 
mately 75 per cent of Canadians 
who declared bankruptcy had 
changed jobs or had their 
employment interrupted within 
the previous three years. 

There were significantly fewer 
claims on CMHC-insured mort- 
gages during 1995 than bankrupt- 
cies. However, the primary 
causes for claims were the same 
as for bankruptcies: income loss 
and employment interruption. 


continued on next page 
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In today’s business environment, we must not only look at what is 
happening today but also into the future. 


Plan now to attend Canada Mortgage & Housing’s 1996 Housing B 


Outlook Conferences and get the local and provincial forecasts to 


help you succeed in 1997. 


RAanwelie Varur Calandar Maw 
Mark Your Calendar Now! 


Conference 


Hamilton October 1 Helen Hutton (905) 572-2642 
Regina October 18 Todd Selby (306) 780-5889 
Vancouver October 23 Ray Toscani, Lucia Su (604) 731-5733 
Saskatoon October 25 Paul Caton (306) 975-4897 
Calgary October 29 Brad Amos (403) 292-6200 
Ottawa October 30 Joanne Henry-Roberts (613) 728-6884 
St. John’s November 5 Mac Woodman (709) 772-4034 
Winnipeg November 6 Richard Goatcher (204) 983-5648 
Halifax November 6 André Moore (902) 426-8465 
Moncton November 7 Bruce Read (506) 452-3796 
Charlottetown November 8 Ralph Freeze (902) 566-7467 
Thunder Bay November 14 Robin Wiebe (807) 343-2010 
Montréal mid-November Jacques Pelletier (514) 283-8391 
Trois-Rivieres mid-November Ousmane Ba (514) 967-3736 
Toronto November 21 Willard Dunning (416) 789-8709 


Registration is limited so call today to reserve or to inquire about receiving conference 


attend. 


proceedings if you are unable to 


BSS RAT MEIN SS 
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Related to this, approximately 12 
per cent of buyers of resale 
homes who took out CMHC- 
insured mortgages required close 


to their maximum mortgages and 
had little room to cope with 
unforeseen expenses or interrup- 
tion in employment or income. 

Also contributing to higher 
claims were chronic buyer’s 
markets, with falling prices in 
many of them. 

A final factor is that for most 
of the period between 1992 and 
1994, CMHC was the only active 
mortgage insurer in Canada and 
approved almost a million mort- 
gage insurance applications. The 
higher level of claims in 1995 is 
in part due to this significantly 
higher level of approvals.™ 


Canadian Housing Markets is a quarterly publication featuring 
CMHC’s affordability indicators and housing forecasts 
semi-annually. The affordability indicators and the housing 
forecasts are based on the expertise of local market analysts across 
the country. 


The national contributors are Greg Goy, Dan Guerrette, David 
Dallaire and Bruno Duhamel. Comments and requests for additional 
information may be referred to Greg Goy, Manager, Local Market 
Analysis, Market Analysis Centre, Canada Mortgage and Housing 
Corporation, Ottawa. 

Tel.: (613) 748-2582. 


Enquiries regarding subscriptions should be directed to: CMHC, 
P.O. Box 3077, Markham, Ontario L3R 6G4. Tel.: 1 (800) 668-CMHC; 
Fax: 1 (800) 463-3853. Annual subscription (four issues) $44 + GST 
Catalogue No. CHMSE — Single issue $11 + GST Catalogue No. 
CHME2 


Cette publication est aussi disponible en francais sous le titre 
Marchés de I’habitation canadiens Numéro de catalogue CHMSF 
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Rent or buy a house in the nineties... 


who do you believe? 


Ithough there are many 

benefits to owning a home, 

recent housing market 
trends have caused some financial 
advisers to question the investment 
value of buying a house. They see 
that many local real estate markets 
have stalled because employment 
and income growth have slowed and 
because the baby boomers have 
bought their homes and settled in. 

They have concluded that real es- 
tate is no longer a riskless investment 
and that the growth enjoyed in re- 
cent decades is gone. They advise 
potential home buyers to rent — to 
convert what might have been a down 
payment into mutual funds and 
RRSPs, and to invest the difference 
between home shelter costs and rent. 
Other analysts contend that poten- 

tial buyers should look at more than 
short-term financial returns. They 
point out that today’s house pur- 
chase will eventually allow a home 


owner to live mortgage-free. As well, 
they wonder why anyone would 

help a landlord pay off a mortgage 
when it is possible to pay down 
one’s own mortgage and build up eq- 
uity. They argue that buying a house 
creates forced savings, and they are 
skeptical about the number of rent- 
ers who actually invest the savings 
that result from reduced living costs. 

Many articles on the financial 
advantages of renting and buying a 
house take one of these extreme 
positions. None has yet brought 
together a full complement of useful 
information to help potential buyers 
assess the costs and benefits of buy- 
ing a home in their own markets. 
That is what this article aims to do. 

This discussion is based on the 
Buy or Rent Decision Model® Cin a 
Lotus spreadsheet) consolidating the 
major factors and financial assump- 
tions that must be considered by 
anybody who is considering the pur- 
chase of a home. It is based on the 
situation of an Ottawa couple who 
are trying to decide whether to rent 
or buy. . 

The model (see boxes, pages 2 
and 3) is flexible enough for a vari- 
ety of situations. It yields a personal 
financial position that could make a 
final decision much easier for first- 
time buyers. It could also help empty 
nesters decide whether to buy down 
or rent. For those who decide to 
buy, the model can let them know 
whether to maximize their down pay- 
ment or invest most of the proceeds 
from the sale of their original home. 
It can also provide some basis for 
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deciding whether to purchase a new 
house or renovate an existing house. 

In short, it could be an antidote 
for homebuyer insomnia. 


Applying the model 

Jane and John are potential first-time 

home buyers in Ottawa. They have 

read all the articles on renting and 
buying, and listened to friends, fam- 
ily, financial advisers, and a variety 
of industry participants: home build- 
ers, realtors, lenders and landlords. 

Now they are confused. 

They can put the following infor- 
mation into the model. 

1) Jane and John have some cash to 
use as a down payment (assumed 
to be at least 10 per cent of the 
house price). However, they must 
first deduct certain costs, such as 
for house improvements and legal 
fees. A mortgage insurance pre- 
mium could also be required if 
they pay it as a lump sum rather 
than adding it to the mortgage 
(most purchasers do the latter). If 
they continue to rent, their accu- 
mulated cash goes to RRSPs (up 
to the legal limit) and invest- 
ments.! 


continued on page three | 


: First-time home buyers can apply up to $20,000 
($40,000 per couple) in RRSP funds toward a down 
payment. They must return the money within 15 
years, and pay at least one-fifteenth per year. If they 
do not meet this schedule, the money withdrawn is 
considered income and is taxed. 


The model does not account for this feature 
because, regardless of the rent-or-buy decision, an 
RRSP contribution generates a tax refund. The 
equivalent of down-payment funds returned to an 
RRSP is treated on the rent side as invested cash, 
so the two sides balance out. There is some 
advantage for the home buyer who uses an RRSP 
as a source of funds because this move creates 
forced savings. 


CMHC 


Helping to house Canadians 
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BUY OR RENT DECISION MODEL 


1) The house price paid by Jane 
and John is $150,600. (This is 
the average price of a single- 
family dwelling, the type chosen 
by two thirds of first-time buyers 
in Ottawa.) A CMHC-insured 
mortgage is selected and the 
premium is added to the mort- 
gage. Legal and other fees are 
$1,200 (an estimate — without a 
recent moratorium on land trans- 
fer taxes for first-time buyers, this 
amount would have been signifi- 
cantly higher). 


2) The down payment is $15,060 
(10 per cent of the house price). 
The amortization period for the 
mortgage is 25 years (a length of 
time chosen by 87 per cent of 
first-time buyers). The mortgage 
rate is 8.0 per cent. (This is the 
rate applied to 3-year mortgages. 
The model does not apply differ- 
ent rates as terms are renewed, 
as this would introduce a factor 
too uncertain to use in a financial 
decision. As well, higher mort- 
gage rates would be reflected in 
higher rents and inflation and 
would thus be offset.) 


3) An additional payment equal to 
the monthly mortgage payment 
of $1,060 is paid in the twelfth 
month of each year. (Typically, 
home owners use the acceler- 
ated paydown benefits allowed 


by lending institutions. On the 
rent side, the equivalent of the 
extra payment becomes an 
investment. The mortgage is 
retired in twenty years under the 
accelerated payment schedule.) 


4) Annual property taxes are 
$3,313, or 2.2 per cent of the 
house price. The figure is based 
on statistics from a large real 
estate firm. Insurance on the 
building is 0.2 per cent of house 
price, or $270 per year. (Because 
insurance on belongings is paid 
by both buyers and renters, this 
amount is ignored.) 


Property taxes, insurance, and 
maintenance expenses are 
assumed to increase annually at 
1.5 per cent. As buyers, Jane 
and John plan to invest half the 
difference between rent and 
shelter costs, and as renters 
half the difference between the 
higher shelter costs and lower 
rent. They would also invest all 
the available cash in RRSPs, 
as it is assumed that Jane and 
John have not maximized their 
RRSP contributions in previous 
years. 


5) Rent is $1,375. This is based on 
statistics from the same real 
estate firm as in (4). 


6) The rate earned on shelter vs 
rent cost is 5 per cent. This 
approximates the return on short- 
term money instruments such as 
commercial paper, GICs and 
T-Bills. The rate earned on 
investment and RRSP growth 
is 8 per cent, reflecting a lower 
risk investment comparable to 
house equity. The personal tax 
rate is 40 per cent. Real estate 
growth is flat for five years, then 
increases with inflation at 1.5 per 
cent for the remainder of the 
study period. Rent inflation is 
1.5 per cent. (In Ontario, the rent- 
al board is considering allowing 
more of a free market for rents. 
This may cause rents to fluctuate 
more than in the past.) There are 
three investment periods: of 25 
years, equal to the mortgage am- 
ortization period; 15 years, within 
the lifespan of a typical mortgage 
with accelerated payments; and 
5 years, as Jane and John are 
curious about their financial 
position in the short term. The 
table shows the results for the 
investment periods, as well as a 
sensitivity on some of the major 
components. 


7) The Real estate fee upon sale of 
the house is 6 per cent. Ifa 
discount broker is used, this fee 
can be lower. @ 


WHAT THE MODEL SHOWS 


In the first year, the buy value is 


equal to the down payment (equity) 
less the real estate fee for selling 


_ the house. The rent value shows an 
| RRSP contribution equal to avail- 
_ able cash and adds the tax refund 


as an investment. As a result, in 


_ year one, the decision to rent yields 


a greater value than to buy. 


However, in the years that follow, 


the value that accrues from purchas- 
ing increases at a greater rate than 
does investment growth for renters. 
This is because principal payments 
add to the house equity. This would 


occur even without accelerated 
principal payments, as the principal 
component of mortgage payments 
increases until the mortgage is paid. 


The rate of growth of equity 
increases year after year until the 
mortgage is paid — 20 years with 
accelerated payments and 25 years 
without them. The annual increases 
in value exceed the growth in invest- 
ment value on the rent side, and 
buy value begins to outpace the 
rent value after the eighth year. The 
spread between buy and rent 
values continues to widen until the 
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buy value peaks in the year the 
mortgage is paid off. 


After the mortgage is paid off, 
house values grow ata rate of 1.5 
per cent per year. With the return on 
RRSPs and investments, however, 
rent value grows at a greater annual 
rate. Because the rate of increase is 
higher for renting, the net value (the 
difference between the buy value 
and rent value) again eventually 
favours renting — by year 39 in 
Jane and John’s case.— 


1996 


continued from page one 

2) They can now put the remaining 
money toward their down pay- 
ment. They enter the amortization 
period and mortgage rate, and cal- 
culate the monthly mortgage pay- 
ment. 

3) Jane and John choose a mortgage 
that allows them to make early 
principal payments. If they choose 
this option, the model assumes 
that, as renters, they would invest 
an equivalent amount. 

4) Based on the house price, the 
model calculates annual expenses 
and maintenance expenses. The 
buyer can substitute more detailed 
information if it is available. 
These expenses make up the re- 
mainder of the shelter costs for a 
house. The age of the house (one 
of the inputs into the model) af- 
fects maintenance costs. 


5) To give an accurate comparison, 
the model requires a monthly rent 
figure. As this amount will have a 
significant bearing on the deci- 
sion, this figure should be as accu- 
rate as possible. If no figure is 
provided, the model uses a per- 
centage of house price as an i 
nput. 
6) Jane and John enter a number of 
financial and economic indicators: 
ea rate of return for an amount 
earned on the difference 
between rent and shelter costs; 

ea rate for investment and RRSP 
growth; 

ea personal tax rate; 

e annual real estate growth; 

e annual property tax and expense 
inflation; and 

e annual rent inflation. 

The model calculates the after-tax 

house value, the after-tax rent value, 


~ Sources of data that may be used in the model 
include local real estate boards, realtors, local 
builders, local CMHC reports, and Statistics Canada. 


and the difference between the two 
(for a net rent or net buy value). It 
then discounts the net value at the 


TABLE OF RENT OR BUY NET VALUES 
(IN TODAY’S DOLLARS) 
FOR BASE CASE AND SENSITIVITIES 


This sensitivity table calculates 
the base case — that is, the 
option of buying a single-family 
house for a $150,600 or renting 
it for $1,375 per month — and 
shows how the results would be 
affected by changing five 
assumptions. 
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B=buy value R=rent value 25-YEAR 15-YEAR 5-YEAR 
BASE CASE B = $31,674 B = $22,749 R = $5,775 
1. Mortgage rate increase of 1% B = $26,612 B = $17,529 R = $8,987 
2. Rent decrease of 20% B = $9,773 B = $5,994 R = $12,909 
3. House growth of -1% for 

each of first 5 years B = $28,780 B = $18,763 R = $11,263 
4. Growth rate of 10% for 

investments and RRSPs B = $6,721 B = $12,021 R = $6,970 
5. Townhouse price at $107,300 

and rent at $860/month B = $12,396 B = $8,431 R = $7,597 


In simulation 2, the decision is 
sensitive to the rent level. The 
decision to buy or rent remains 
the same, but the financial bene- 
fits of owning are decreased. 


_ Simulation 3 assumes that real 
estate values will decrease by 
| 1 per cent over the first five 
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after-tax growth rate for RRSPs and 

investments to arrive at a value in to- 

day’s dollars. 

Jane and John can then view the 
results for up to 30 years in graph 
form (although the financial results 
are projected for up to 50 years). As 
well, if they wish to know the value 
at the end of a given year, they sim- 
ply enter the year into the model’s In- 
vestment Period location. 

In using the model, Jane and John 
must be aware of its major assump- 
tions: 

a) The house will be sold so that the 
couple can benefit from the eq- 
uity they have built up, and there 
will be a real estate fee. 

b) Any difference between rent 
payments and shelter costs will be 
deposited in short term invest- 
ments, such as T-Bills and GICs, 
and will earn an annual after-tax 
return. To use the model effec- 
tively, the couple must enter the 


continued on next page 


years. This modification has little 
effect on the decision to buy or 
rent in the base case. 


When RRSPs and other invest- 
ments are projected to increase 
by 10 per cent annually, buying 
is a better decision in the long 
run. However, high returns are 
associated with higher risk, and 
it may be argued that rates of 
return in excess of the 8 per 
cent cannot be sustained. 


Finally, simulation 5 assumes 
the purchase of a townhouse, as 
is the case for one third of first- 


time buyers in Ottawa. The differ- | 


ence between the base case 
and this one is in the magnitude 
of the values but the decision 
remains the same.m— 
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exact percentage (up to 100 per 
cent) of the difference that they 
will save or invest if they buy or 
rent. It is common for at least 
some of the difference to be 
consumed. 

c) Interest and dividends from invest- 
ments will be reinvested. As a re- 
sult, to determine the after-tax 
value, the capital gains tax must 
be deducted. 

_ d) RRSPs will eventually be col- 

| lapsed. To determine their after- 

tax value, they must be taxed as 

income. To reflect the advantages 
of RRSPs, the model assumes that 
in the first year the tax refund (the 

RRSP contribution times the tax 

rate) is added as an investment. It 

is not added as additional RRSPs 
since the additional capacity to in- 
vest in RRSPs becomes more of an 
unknown. 


Jane and John are facing a 
complex decision that involves many 
factors they may never have consid- 
ered. They should consult with 
experts who are familiar with the 
various elements of this decision so 
that when they begin to use the 
model, they can use figures that accu- 
rately reflect their financial situation. 

The decision whether to rent or 
buy encompasses financial and emo- 
tional considerations. It is personal, 
and the factors in the model com- 
prise only a part of the decision. Nev- 
ertheless, it is extremely important to 
consider the financial side of the 
equation and ensure that it is ac- 
counted for. If it is, when emotional 
factors come into play, a potential 
buyer will know just how much it 
will cost for emotions to override the 
numbers. 


The factors that make potential 
buyers decide whether to rent or buy 
are as individualized as the people 
themselves. So who should Jane and 
John believe? If they examine the 
numbers closely and consider the 
financial conclusion along with their 
own prospects and goals, they will 
be in a good position to believe 
themselves. 


This article was written by Jim Leach, a 
financial consultant with more than 
twelve years’ experience in financial 
analysis with large corporations and a 
leading Canadian bond rating agency. 
He has also lectured in managerial 
finance at two Canadian universities. 


The opinions expressed in this article 
are those of the author and do not 
represent the official views of Canada 
Mortgage and Housing Corporation. 


Attention: Financial Advisors, 
Bankers, Builders, Realtors 


Canada Mortgage and Housing Corporation is helping to 
distribute a new Lotus spreadsheet model 


Buy or Rent Decision Model® 


With this interactive model, you can give the best advice to clients unsure of 
whether to buy a home or rent. The model will help them find their way through 
the financial maze so that they can make the best decision based on their 


personal financial circumstances — with no generalities. 


The Buy or Rent Decision Model is an excellent customer service tool. It is 
available from Canada Mortgage and Housing Corporation for only $19.99 plus 
tax and shipping. To order, call 1-800-668-CMHC. Within Canada, the fax 
number is 1-800-463-3853. 
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Near-record affordability catapults first-time buyer 
activity to new highs 


Average national affordability reached near-record levels with the help of improved affordability in all but one 
metropolitan area during the first half of 1996. Nine centres set new records for affordability. Favourable 
buying conditions have convinced a record number of first-time buyers to take the plunge into home ownership. 


he demand affordability 
T indicator showed that 37 per 

cent of renters could afford to 
buy a starter home during the first 
half of 1996; this is just under the all 
time high of 38.6 per cent set in 
1985. 

All components of affordability 
except one were encouraging renters 
to buy houses. These included lower 
mortgage rates, flat house prices, and 
negligible changes in the costs of 
heating and property taxes. Slow 
income growth was the only check 
on affordability. 

Excellent buying opportunities 
during the first half of 1996 led to a 
record number of first-time buyers. 
In fact, 70,059 existing and new 
homes across the country were in- 
sured under the First Home Loan 
Insurance (FHLI) program during the 
January to June 1996 period — up 
46 per cent from last year. 


Recent patterns in the 
affordability components 

The 37 per cent of renters who can 
afford to buy a starter home contin- 
ues an upward trend that started in 
the second half of 1994 (see graph). 
The following points review the 
main components of the affordabil- 
ity indicator and compare their cur- 
rent performance with that of the 
period between 1986 and 1989. 

The average starter home price 
for all CMAs has been flat for the 
past eight quarters, with an average 
annual growth rate of 0.1 per cent. 
In contrast, the growth rate was 11.2 
per cent between 1986 and 1989. 
The first half of 1990 saw the second 
lowest affordability figure on record, 
20.0 per cent. This is just above the 
all-time low of 19.5 per cent reached 
in 1981. Flat house price growth 
helps maintain affordability. 

Property taxes and heating 


decreased at 1.3 per cent and prop- 
erty taxes grew at 5.5 per cent be- 
tween 1986 and 1989. The negligible 
growth of these two costs also helps 
buyers afford homes. 

Renter income growth was very 
modest, at a 1.7 per cent annual 
growth rate since the second half of 
1994. Between 1986 and 1989, this 
growth rate was 5.0 per cent. The 
current subdued growth rate for in- 
come is having a small positive influ- 
ence on the ability of renters to buy. 
When income increases quickly, rent- 
ers have more money for mortgage 
principal and interest, property taxes, 
and heating. 

Mortgage rates have the largest 
influence on affordability because, 
for a typical first-time buyer, mort- 
gage payments represent the biggest 
cost of owning a home. From the sec- 
ond half of 1994 to the first half of 
1996, the rate on a three-year mort- 
gage term went from 9.8 per cent to 
7.8 per cent — a definite down 
trend. The opposite trend was experi- 
enced between 1986 and 1989; the 
rate went from 10.9 per cent in 1986 
to 12.2 per cent in 1989. This recent 
down trend in rates is by far the 


biggest contributor to better 
affordability. 


Affordability in the three 
biggest cities: Montréal, 
Toronto and Vancouver 
Montréal was still the most afford- 
able of the large centres. Slightly 
lower prices and an abundant sup- 
ply of homes helped maintain its 
status as the most affordable hous- 
ing market among the largest cen- 
tres in Canada. The percentage of 
Montréal renters who could buy was 
nearly ten percentage points higher 
than in Toronto. A starter home in 
Montréal averages about $100,000. 

Thanks to lower mortgage rates, 
the percentage of renters who can 
move into their first home in Toronto 
also improved. It was 30.2 per cent 
during the first half of 1996, up from 
28.7 in the previous half. This 
number was at an all time low of 6.3 
per cent during the first half of 1990. 
At $171,766, starter home prices are 
up about $3,000 from a year ago. 

In Vancouver, lower rates also 
compensated for higher starter home 
prices in driving affordability up. The 
percentage of renters who could 
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Affordability during first half of 1996 just under record high 


established in 1985 


(per cent of renters) 


(3-yr mortgage rate) 


38 


Renters 


Ws 


Mortgage rate 


10 


9.5 


8.5 


26 =e 


| costs have also been stable since the 
| second half of 1994, changing at an- 

nual rates of 0.1 per cent and -0.2 

{| per cent, respectively. Heating costs 


H1-93 H2-93 


een 
Source: CMHC. 
Note: H1 and H2 are for 1st and 2nd halves of the year. 
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Supply Affordable te Potential First- Time Buyers 


MAXIMUM RESALE AFFORDABLE 
CENSUS 1996 AFFORDABLE SUPPLY | NEW 
METROPOLITAN FAMILY INCOME HOUSE PRICE* | AFFORDABLE CONSTRUCTION** 
AREA (CMA) WY PE $ | $ % MOST PREVALENT HOUSE TYPE % 
Victoria Family 60,880 — 210,589 48.7 Older Bungalow S17 
Non Family 47,647 161,489 24.0 Condo Apartment, Townhouse $2.3 
Total 55,500 190,484 > 307 Condo Apartment, Townhouse ~ 44.0 
Vancouver | Family 67,841 240,744 43.6 Newer! Townhouse 50.0 
_ Non Family 56,263 196,004 rofl ts) Newer! Condo Apartment 38.2 
"Total 62,849 221,568 38.7 Older* Townhouse, New Condo Apt. 45.2 
Edmonton Family 50,778 164,546 84.2 | Bungalow, 2-Storey = 75.0 
Non Family | 42,348 134,244 72.2 | Walk-up Condo, Older Bungalow 43.9 
Total 47,174 151,808 808 Fe 64.4 
Calgary | Family 54,963 189,372 74.9 New 2-Storey, New Split-Level 76.1 
| Non Family 45,919 157,500 54.5 New Apt. Condo, Existing Split-Level i hays 
Total 51,016 174,982 le: New 2- “Storey, Abarent ean 68.7 
Saskatoon | Family | 62573 bee 52 Bungalow — : 84.9 
NonFamily | 47,739 | 149,127. 81.2 | Bungalow 779 
Toll =| 80,581 158,005 83.5 | Bungalow 82.1 
Regina Family 54,973 169,077 89.12) | 2-Storey Split 87.9 
| Non Family 49,847 153;341 77.6 2-Storey Split 79.1 
Total 52,705 162,101 85.9 | 2-Storey Split 85.7 
Winnipeg | Family | 48,050 = 144,200 «= «85.8 ~— Bungalow, 2-Storey, Townhouse © 637 = 
Non Family 39,066 | 4n7eae | 2 Bungalow, 2-Storey, Townhouse — 247 
| Total 43,918 131,802 82.1 Bungalow, 2-Storey, Townhouse 43.9 
Thunder Bay Family 56,309 176,208 80.5 Bungalow, 2-Storey 62.5 
Non Family 42,906 134,267 61.8 Bungalow, 11-Storey, Row/Apt. 25.0 
Total 50,886 159,239 74.8 Bungalow, 1%2- Sosy, Row/Apt. 47.1 
Sudbury Family | 53,383 174,478 O40 | eo = 14 
| Non Family | 41,396 | 135300 | 80.0 __| Split-Level_ 231 | 
Total (“iC a4 81 113 88.0 —-2-Storey ye 
Windsor Family 50,459 158,324 ay Ae) Bungalow, 112-Storey 47.3 
Non Family 42,120 132,158 42.9 Bungalow, 11-Storey 28.3 
_ Total 47,159 147,970 52.0 Bungalow, 1’-Storey 39.4 
London Family 50,303 159,150 68.8 Bungalow, Row Condo 65.3 
Non Family 41,077 129,963 51.8 Bungalow, Row Condo — 38.4 
Total 46,520 147,185 62.8 Bungalow, Row Condo 54.4 
Kitchener | Family oo2e 160,950 67.9 2-Storey 75.3 
| Non Family 41,099 128,138 41.7 1-Storey, Condo 51.0 
Total 47,779 148,965 59.3 Bungalow, 2-Storey 65.4 
St. Catharines- Family 47,895 150,848 73.9 Split-Level; Modest 2-Storey 776 
Niagara Non Family 39,076 123,074 54.6 Bungalow, Row & Apt. Condo 37.3 
Total 44,745 140,930 68.3 Bungalow, Split-Level 73.8 
Hamilton _ Family 52,600 164,280 63.0 2-Storey 56.3 
_ Non Family 40,921 127,805 34.3 1-Storey, Condo | 25.3 
| Total 48,098 150,222 Ls Be 1-Storey, 1%-Storey | 51:5 


Se ee a 


| (a) Per cent supply affordable published in first quarter 1996 has been revised from 50.9 to 94.7. 
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SEE Ee 
Supply Affordable to Potential First-Time Buyers (cont'd) | 


MAXIMUM 
AFFORDABLE RESALE AFFORDABLE 
CENSUS 1996 HOUSE SUPPLY NEW 
METROPOLITAN FAMILY INCOME PRICE* AFFORDABLE CONSTRUCTION ** 


_AREA (CMA) 


Oshawa 


Hull 


Trois-Riviéres 


Québec 


Saint John Family 45,264 144,625 84.9 Bungalow, 2-Storey 
Non Family 40,194 128,425 79.0 Bungalow, 2-Storey 


St. John’s 


Metropolitan 
Area Total 


Non Family 
Total 


Family 


Family 
Non Family 
Total 


Family 
Non Family 
Total 


Non Family 
Total 


182,846 
153,091 
174,283 


141,289 


125,85 
103,211 
EN 


79 

130,329 
105,633 

120,153 


138,842 


149,73 
148,932 


47,984 84.0 88.3 
Non Family | 38,846 114,384 All types 56.3 
Total 132,094 All types 79.7 


73.8 
98.4 
68.3 


MOST PREVALENT HOUSE TYPE 


_Bungalow, 2-Store 


CMHC 


* Calculated with a mortgage rate of 7.8 per cent. 


“Percentage of new dwellings sold at or below the 


maximum affordable house price. 
*“Calculated using sales instead of active listings. 


t+Newer is five years old or less. 
Older is ten years old or more. 


N/A is data not available from the local Real Estate Board. 


MARKETS -—- 


1996 


Sources: CMHC, Canadian Housing Markets, 
local Real Estate Boards. 
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| continued from page five 


_ afford was 26.7 per cent in the first 
| half of this year. The all-time low 


was 5.3 per cent in 1981. The aver- 


| age price for an entry-level home in 
| the first half of 1996 was $194,212. 


| Record first-time buyer 
_ activity in first half of 1996 


_ Another sign that the first half of 
| 1996 was an opportune time to buy 
| was the number of loans processed 


under the FHLI program — the high- 


| est since its inception in February 


1992. The record total of 70,659 
loans was composed of a record 


| 59,428 existing units and a near-re- 

| cord 11,231 new units. The previous 
| highs, attained in the first half of 

| 1994, were 51,459 existing units and 


11,681 new units. 


Nine centres reach new 
affordability highs 


Nine centres broke affordability 


| records. In addition to Halifax, Hull, 


Ottawa, Trois-Rivieres and Charlotte- 
town, which had registered new 
highs during the second half of 


| 1995, Chicoutimi, Québec, Sher- 


brooke and St. John’s reached new 
highs. Starter house prices went up 


| in Hull, Charlottetown and St. 


John’s, and down in Québec and 
Trois-Rivieres. All other centres had 
stable prices. 


You want the facts and you 
want them fast... 


Housing Facts 


Y keeps you in touch with the 
latest economic information 
on housing 

Y provides up-to-date 
information on housing starts 


and future market conditions 

Y is faxed to you monthly, as 
soon as new housing starts 
figures are released 


Get the information you need! 
Subscribe to Housing Facts! 


To order, call (613) 748-2737 
or fax your request to (613) 
748-2156. 
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Where are the most affordable 
centres? 


Once again, the most affordable 
markets are found in Quebec and 
the Atlantic Region. Maintaining its 
position at the top of the affordabil- 
ity list is Chicoutimi, where just over 
half of all renters were in a position 
to take advantage of the lowest 
starter house prices in the country. 
The average price was $67,274 in 
the first half of 1996. 

Saint John, Halifax, Charlottetown, 
St. John’s and Trois-Rivieres all had 
at least 47 per cent of renters who 


had the ability to buy. A lower inter- 
est rate was mainly responsible for af- 
fordability in some of these cities, as 
starter house prices went up in some 
areas. 

The three markets that have been 
the least affordable — Victoria, Van- 
couver and Toronto — all showed 
some improvement in the first half of 
this year. Average starter home prices 
went up in Toronto and in Vancou- 
ver, but they went down in Victoria. 

At $194,212, Vancouver had the 
most expensive starter home price in 
the country.™ 


The percentage of renters who can afford to buy a starter 


home — 1995-1996 


(Ranked from highest to lowest based on total households January to June 1996) 


CENSUS 
METROPOLITAN 
AREAS(CMA) 


1st half 1995 


elon 


2nd half 1995 


1st half 1996 


Chicoutimi 
“Saint John 
Charlottetown 

St. John’s 
+ Trois-Riviéres 
Québec . 
Thunder Bay 
Hull 
Calgary a 
Sudbury 
Oshawa 
Montréal | 
Kitchener ‘ 
London 
Windsor 
Ottawa 
Hamilton 
Toronto 
Vancouver 
Victoria 


Metropolitan 
Area Total 30.0 35.0 


Source: CMHC. 


HOUSING 


JO ala 


MARKETS —- THIRD QUARTER 


il Non-Family _ 


1996 


Percentage of affordable new homes sold 
at record high in most metropolitan areas 


rospective buyers had an 
Li easy time finding affordable 

new homes in the first half of 
1996. The national average for the 
percentage of affordable homes sold 
was 64.7 per cent — the highest 
proportion since CMHC started 
calculating the new supply afford- 
able in the first half of 1991. 

The factors leading to this lofty 
level of choice were flat house 
prices, relatively low mortgage rates, 
and the fact that first-time buyers 
continue to be the market of choice 
for home builders. 

These same factors helped create 
a record percentage of affordable 
new homes in 19 of 27 areas. The 
only cities that did not set new 
highs were Chicoutimi, St. John’s, 
Sherbrooke, Thunder Bay, Victoria, 
Charlottetown, Vancouver and 


Montréal. (See the table on pages 6 
and 7). 

St. Catharines, London and 
Kitchener made the largest advances 
in new home affordability. In 
St. Catharines, the share of affordable 
new homes sold shot up from 47.4 
per cent in the first half of 1995 to 


Source: CMHC 


73.8 per cent in 1996. In both 
London and Kitchener, the supply of 
new affordables went up by about 
30 percentage points between the 
first half of 1995 and the first half of 
1996; they were at 54.4 per cent and 
65.4 per cent, respectively, during 
the first semester of 1996. 

The most affordable markets 
continue to be found in Quebec and 
the Atlantic region. Trois-Riviéres 
leads the nation, with 97.6 per cent 
of new homes deemed affordable 
to first-time buyers. Even though 
Windsor was the least affordable mar- | 
ket, it still improved to a record high. 
The share of affordable new supply 
went from 17.3 per cent in the first 
half of 1995 to 39.1 per cent a year 
later.@ 


Supply of existing homes more affordable 


than ever 


uring the first half of 1996, 
D home buyers had a large 

choice of existing homes 
well within their reach. Of every 
three homes listed as active, at least 
two were considered affordable to 
first-time buyers. 

The percentage of affordable 
resale supply, 68.3 per cent in the 
first half of 1996, was the highest in 
the history of the resale supply indi- 


cator, since it was introduced in 1991. 


This high affordability showing — 
was a result of favourable resale 
market conditions. In the first half of 
1996, the already high level of total 
active listings for all CMAs was down 
a slight 1.5 per cent from a year ago. 
_ Average starter house prices were 
stable to decreasing in most areas 
because of slow resale markets and 
more modestly priced homes on the 
market. 

Resale buying ability also got a 
boost from lower mortgage rates. 

This favourable resale market 
environment helped push eight cities 
to record affordability: Edmonton, 


Halifax, Hull, St. Catharines, Saint 
John, Sudbury, Vancouver and 
Victoria. 

First-time home buyers in Sudbury 
and Chicoutimi had the greatest 
selection, with 88.0 per cent of exist- 
ing homes affordably priced. Also 
with at least 80 per cent of active 
listings affordable were Edmonton, 
Hull, Winnipeg, Saint John, Saska- 
toon, Halifax, Regina and St. John’s. 

The least affordable resale mar- 
kets in the first half of 1996 were 
Vancouver, Ottawa, and Victoria. In 
Ottawa, a more active market has 
resulted in a sell-off of moderately 
priced units and 39.5 per cent of list- 
ings were affordable. Even with 
shares of 38.7 per cent in Vancouver 
and 39.7 per cent in Victoria, putting 
them among the lowest affordable 
markets in the country, these cities 
have experienced a marked improve- 
ment in renter buying ability and 
both are at their highest affordability 
points since 1991, 
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Making the biggest strides toward 
more affordable existing homes were 
the resale markets in Edmonton, 
Hull, St. Catharines and Halifax. 
Between the first half of 1995 and 
the first half of this year, Edmonton 
went up by 34.3 percentage points, 
Hull by 29.0 percentage points, 
St.Catharines by 26.7 percentage 
points, and Halifax by 24.4 percent- 
age points. 


Top five most affordable 
resale markets 


Per cent of listings affordable 


Sudbury % 88.0 
Chicoutimi 88.0 
St. John’s 86.0 
Regina 85.9 


Halifax 84.4 


Source: CMHC. 
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Costs and Incomes for Demand Affordability Indicator ; 


AVERAGE | MONTHLY 


INCOME 


STARTER MONTHLY | ANNUAL ANNUAL TOTAL REQUIRED TO 
HOUSE MORTGAGE | PROPERTY HEATING CARRYING CARRY HOUSING 
PRICE COST TAXES | COSTS COSTS COSTS 
CENSUS ($) (8) | ($) (8) | (8) ($) 


METROPOLITAN; = ised aoe was a : _ 
AREA (CMA) | JAN.-JUN.  JAN.-JUN. | JAN.-JUN. JAN.-JUN. | JAN.-JUN.  JAN.-JUN. | JAN.-JUN. JAN.-JUN. | JAN.-JUN. JAN.-JUN. | JAN.-JUN.  JAN.-JUN. 
1995 1996 1995 1996 1995 1996 1995 1996 | 1995 1996 1995 1996 


4 
ea 


Victoria 177,046 1/4548 1413 1,208 § 1636 1,635 bor = 619 1,604 1,096 | 60,145. 52,362 


Vancouver =| ‘188,555 194,212 1,497 1,834.» «1,572 1,500 | «479.« 451 «1,668 «1,504 | 62,550 56,389 
Edmonton =» 104,141 106,756 831 -=«739-+|«1,950:«*.g16 | ««631=Ssiw3=«S«08=S«2 | 7,a53 39,899 
Calgary 120,186 122,470, 959 848 1,315 1315 | 550 561 1,114 1,004 41,793 37,658 
| Saskatoon 82,586 85695 659 593 1,592 1,625 | 644 630 845 781 31,701 29,296 
Regina 76,899 79601, 614 551 | 2070 2107 | 625 611 838 778 | 31,433 29,160 
Winnipeg 81,245 82,920 648 574 2,339 «2.418 | «819 «= 795 | 911. «S842 34,181 31,568 
Thunder Bay 107,945 110,637, | 861 766 | ‘1,929:«1,972'| «971971, «1,083 © 961 39,492 36,086 
Sudbury 111,582 112,733 890 780 1,558 1572 | 878 858 | 1,093 983 | 41,003 36,865 
Windsor 111,810 118,536, 892 821 1,660 1,760 | 684 685 1,088 1,024 | 40,783 38,414 
London 118,729 121,539, 947 841 «1,665 «1,728 | ««6B4.Ss«BS.Ss«1,143—=«*1,042 4,869 39,078 
Kitchener 129,480 132,091 1,033 915 2.131 2,171 | 684 «685. 1,268 «1,182 47,544 43,218 
St. Catharines- | | 7 oo 7 : : 
Niagara 104,513 110,189 834 763. «1,947 «1,997 | 650 «= 845. «1,050 983. | «99,91 96,864 
Hamiion | 198,412 140,658 1,105 974,098 «2,119 684 «685 | «1,836 ©«1,207 | 50,113 45,280 
Toronto 169,242 171,766 1,351 1,189 2,749 2805 | 650 645 1,634 «1477 | 61,267 55,375 
Oshawa 140,151 143,185 / 1,118 991 | 2.374 2.374 | 650 645 | 1,370 1,243 | 51,389 46,608 
Ottawa 135,356 134,668) 1,080 932 2,963 2968 707 701 1,386 1,238 | 51,972 46,431 
Hull 93,293 97,750) 744 677 | 1946 1,934 | 1,265 1,275 | 1,012 944 | 37,954 35,406 
Montréal 101,102 100,000, 807 692 1,951 1,951 | 1,234 «1,244 | «1,072 «959 40,210 35,945 
Trois-Rividres | 70,388 69,000 562 478 1409 1,415 1,315 1,825 +«=«789.:~«S«706 | «29,576 26,474” 
Sherbrooke 77,728 «78,323, +620 «542_«1,502 «1,596 | 1,345 1,955 + 865.-—«« 788 «932,498 29,554 
Québec 82,183 81,690 656 «= 566. 1,970 2,051 1,345 «1,955 S932 BAD «34,951 31,882 
Chicoutimi- | 
Jonquiére | 67,274 67,274, 537 += 466_—=«*1,532 «1,594 »«*1,305««1,406-=s781=Ss716~«(29,280 + 26,839 
Saint John 81,070 77,807, 647 539 1,160 1,194 | 1,063 1,063 832 ~©=—727_'| (31,208 27,255 
Halifax 101,901 102687; 813 711 | 1,366 1,390 | 912 972 | 1,003 903 | 37,611 33,853. 
St. John’s 87,036 89,647, 695 621 1,097 1108 | 1155 1,205 | 882 813 33,081 + 30,502 


Charlottetown 74,726 78,499 596 543 1,409: 1,430.1 1,043 1,038 800 749 | 30,008 28,090 


UES SRN AS RR SR CRN EER ES RE ST JT LEP SR OO 5A NS I ED SE SERRE FNS I TEP SOO A I NS A SS ES WN A A RESET 
Sources: CMHC and Natural Resources Canada. 


Note that property taxes do not include rebates that are available in some provinces. 
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_ dwelling occupied by its owner. Data are CMHC esti- 


In today’s business environment, we must not only look at what is 
happening today but also into the future. 


Plan now to attend Canada Mortgage & Housing’s 1996 Housing Outlook 


Conferences and get the local and provincial forecasts to help you 


succeed in 1997. 


Mark Your Calendar Now! 


Hamilton October 1 Helen Hutton 
Regina October 18 Todd Selby 
Vancouver October 23 Peter Vandyke 
Saskatoon October 25 Paul Caton 
Calgary October 29 Brad Amos 

St. John’s November 5 Mac Woodman 
Winnipeg November 6 Richard Goatcher 
Halifax November 6 Michael Lavalette 
Moncton November 7 Bruce Read 
Charlottetown November 8 Jean Breau 
Thunder Bay November 14 Robin Wiebe 
Trois-Rivieres November 19 Denis Boucher 
Montréal November 20 Jacques Pelletier 
Toronto November 21 Willard Dunning 
Ottawa November 25 Joanne Henry 


Confere 


(905) 572-7100 
(306) 780-5889 
(604) 737-4086 
(306) 975-4897 
(403) 292-6263 
(709) 772-4034 
(204) 983-5600 
(902) 426-2744 
(506) 452-3796 
(506) 636-4480 
(807) 343-2010 
(514) 967-3733 
(514) 283-8396 
(416) 789-8709 
(613) 728-5128 


- Registration is limited, so call today to reserve or to inquire about receiving conference proceedings. 


DEFINITIONS 


Demand Affordability Indicators 
Percentage of Renters Who Can Afford — 
Represents renter households in the prime home 
buying age group of 20 to 44 years, who have an 
income at least equal to the amount required to pur- 
chase an average starter home. All family and non- 
family households in the 20 to 44 age group are 
included, as are renter households who qualify for 
NHA social housing programs. 

Average Starter House Price — The average price 
for an NHA-insured home. Includes the following 
house types: single, semi-detached, row house, 
mobile home, and apartment condominium. To in- 
sure that NHA starter home prices are representative 
of first-time buyers at all time periods, the data are 
analysed to control for distribution changes that 
would otherwise skew the average. NHA-insured 
homes are typically bought by young first-time buy- 
ers with less than 25 per cent down payment. The 
price is the average for each six-month period. This 
price excludes homes insured under the five per 


| cent down payment program. 


| Monthly Mortgage Cost — The monthly principal 


and interest payment associated with the average 
starter home price, assuming a 10 per cent down 
payment. The required mortgage insurance premium 


| has been added to the mortgage balance. 


Property Taxes — Average property taxes for a 


mates. 


Heating Costs — Average costs for a starter home. 
Data are from Natural Resources Canada and include 
the Goods and Services Tax. 


Total Monthly Carrying Costs — Total of monthly 


_ payments required for principal, interest, average 


_ property taxes, and heating costs. 


Income Required to Carry Total Costs — The 
income required to cover the mortgage payments, 
property taxes and heating costs, assuming a 32 per 
cent gross debt service ratio. 

Mortgage —A three-year-term closed mortgage with 
a 25-year amortization period. An average mortgage 
rate of 9.6 per cent was used for the first half of 
1995 and a rate of 7.8 per cent was used for the first 
half of 1996. 


Supply Indicators 

Renter Household Types — Renter households 
aged 20-44 who have the potential to become home 
owners in the near future. They are classified as 
either non-sfamily households (households of one or 
more unattached persons) or family households 
(which include at least one economic family). An 
economic family is a group of related individuals 
sharing a common dwelling unit. Total households 
refers to all households, family and non-family. 
Low-income renters eligible for NHA social housing 
programs are not included. 


Maximum Affordable House — Maximum price a 
household could afford given its income and assum- 
ing a 32 per cent gross debt service ratio to cover 
the mortgage payment, property taxes and heating 
costs. Based on a three-year mortgage rate of 7.8 per 
cent and a 10 per cent down payment. 

Resale Supply Available — Percentage of MLS 
active listings at or below the maximum affordable 
house price. 

Most Prevalent House Types — The house types 
most often listed in the supply of active MLS listings. 
Affordable New Construction — Percentage of 
new single, semi, apartment or row dwellings sold at 
or below the maximum affordable house price. 


Canadian Housing Markets is a quarterly 
publication featuring CMHC’s affordability 
indicators and housing forecasts 
semi-annually. The affordability indicators 
and the housing forecasts are based on the 
expertise of local market analysts across 
the country. 

The national contributors are Greg Goy, 
Dan Guerrette, David Dallaire and Bruno 
Duhamel. Comments and requests for 
additional information may be referred to 
Greg Goy, Manager, Local Market Analysis, 
Market Analysis Centre, Canada Mortgage 
and Housing Corporation, Ottawa. 

Tel.: (613) 748-2582. 

Internet: ggoy @cmhc.e-mail.com 

Enquiries regarding subscriptions should be 
directed to: CMHC, P.O. Box 3077, 
Markham, Ontario LR 6G4. Tel.: 1 (800) 
668-CMHC; Fax: 1 (800) 463-3853. Annual 
subscription (four issues) $44 + GST 
Catalogue No. CHMSE — Single issue $11 
+ GST Catalogue No. CHME3 

Cette publication est aussi disponible en 
francais sous le titre Marchés de 
habitation canadiens Numéro de catalogue 
CHMSF 

© Canada Mortgage and Housing 
Corporation 1996 

ISSN 1188-4487 — Printed in Canada 
CMHC offers a wide range of 


housing-related information. For A 
details, contact your local CMHC KT 


office. 
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A partnership between 
Canada Mortgage and Housing Corporation 
and The Conference Board of Canada. 


http://www.chmos-sd-mloc.ceds.com 
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Housing markets strengthen in 1996 
— further growth expected in 1997 


Following a year of strong resale activity and the first solid increase in new construction 
since 1992, housing starts and resales will continue to increase in 1997, but at a lower rate of 
growth. A number of factors are combining to strengthen consumer confidence towards 
buying a home. Key among them are the highest ever first-time buyer affordability in many 
centres, the lowest mortgage rates in over thirty years, positive employment growth, and 


lower prices. 


FORECAST HIGHLIGHTS 


& Resales will surge by 23 
per cent in 1996. Gains will 
be maintained in 1997, with 
an increase of 3.0 per cent. 


Total starts will rise in 21 
major centres during 1996, 
for an increase of 9.0 per 
cent. In 1997, starts are 
forecast to increase by 
another 7.0 per cent, with 
activity higher in 21 of the 
27 major markets. 


For the first time ever, 
Calgary will be among the 
three most active markets 
for new construction in 
Canada, replacing 
Montréal behind Toronto 
and Vancouver. 


Employment growth and 
mortgage rate levels will 
continue to encourage 
home ownership. 
Employment will grow in 25 
major centres by an 
average of 1.4 per cent. 
This will be the fifth year in 
a row that employment has 
increased in major 
Canadian centres. 


any centres did very well 
M in 1996, with more activ- 
ity from both first-time 


and repeat buyers. For all centres 
combined in 1996, CMHC ex- 
pects 9.0 per cent more starts and 
23 per cent more resales. The up- 
turn in resales that started in the 
second half of 1995 has continued 
in 1996, and will continue to have 
a positive impact on starts in 1997. 

The increase in new construc- 
tion in 1997 will be stronger and 
more widespread than in the resale 
market. In all major markets com- 
bined, CMHC expects starts to in- 
crease by 7.0 per cent and resales 
by 3.0 per cent. Starts will increase 
in 21 major centres and resales will 
increase in 16. This expansion of 
the new housing market will come 
from growing numbers of repeat 
buyers purchasing new homes, 
combined with favorable resale 
conditions that make it more pos- 
sible for them to sell their present 
home. 

Average employment gains of 
1.2 per cent in 1996 have boosted 
consumer confidence and led to 
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greater demand from first-time 
buyers for resale homes. In 1997, 
the rate of employment growth 
will increase to 1.4 per cent and 
will help keep housing demand 
strong. 


Repeat buyers will have 
positive impact on starts 


Repeat buying is one of the main 

reasons why the new home market | 

is recovering so well. Potential 

move-up and move-down buyers 

are more confident about the 

economy and can find buyers for 

their existing homes, so they are 

in a good position to purchase a 

new single-detached unit or a new 

condominium. The link between 

the two markets has been very 

clear in 1996: resales are expected 

to finish the year 23 per cent 

higher than in the previous year 

and to propel a rise of 23 per cent 

in single starts. Single starts will 

continue to increase in 1997, by 

6.0 per cent. | 
Total housing starts in all major | 

centres combined are forecast to 

finish this year 


continued on page 4 
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Local Housing Market Indicators 


3 UNIT + 
NEW | AVERAGE APT. 
| HOUSE SINGLE STRUCTURE 
CENSUS PRICE NEW NUMBER VACANCY 
YR/YR | TOTAL | YR/YR | INDEX | SINGLE | YR/YR | HOUSE | YR/YR | OF MLS* RATES 
METROPOLITAN TOTAL % | HOUSING % % HOUSING | % PRICE % SALES OCTOBER 
AREAS (CMA) EMPLOYMENT CHG | STARTS | CHG CHG STARTS 


Victoria ~=s«éagg5=|=«‘144,000/ abl a 
1996"* 143,200 -0.6 | eh sea 

1997**| 144,200 | a 

Vancouver 1995 909,000 
1996** 925,000, 1.8 15,000 

1997** 945,000) 2.2 15,800 

Edmonton 1995 | 453,000) | 3,082; 
1996+ 455,000 0.4) 3,600 | 

“4907**, 465,000, 22) 4,2 

Calgary 1995 427,000 
1996**| 449,000 

1997**| 474,000 

Saskatoon 1995 106400,  —s & 
- togrre| 09.300 00) 148,700) 2.0. 10 85,000¢ 

Regina 1995 98,900 | 444,739 76,629+ 
1996**, 101,000 21, 425) 146| 25/ 350) 125| 142,000) -1.9| 2900| 121| 77,500t| 1.1 19 

1997** 103,000 143,500 80,000t 

Winnipeg 1995 34° 00 | 153,693 | <2 sb reeves 
|| | igoyes) 352000 16. 
Thunder Bay 1995 63,900 
1996**, 62,300} -2.5 

1997**, 62,930 1.0 

| Sudbury = 1008 «= 78,250| ery Nae B25) 7 er 
—4996"* 78,000 5} 05] «800 16.7 | 148,500) 22 2,100, 219/110,000 | -33/ 

gor) 79,000, 13/ 380/ 92} 08] 330/ 100} 147.000] 03) 2150 24|113,000 | 27) 60 

Windsor 1995 126,800 “1,495 eae | 2,286 187,265 4,589 117,390 rate 
1g96**, 134,000) 5.7, 2,225) 488 -01| 1,550| 265 | 182,500) -25| 4,750) 35 /120,500 | 26 2.8 

sg97**| 135,500) 11| 2,000) 10.1) 05) 1,300) -161/188,000 30/ 4,700} -11 123,000 | 21 3.0 

London 1995 207,900 | 1,016 | 27 3 eho 6,397 pe eae 
, jg96**, 203,400, -2.2/) 1,380) 358] -1.1| 770] 330) 189,000; -82| 6,400| 186|127900 | 06, 60 

| 1907**| 205,000; 1.21 1,450| 51] 05] 825| 7.1/194000| 26, 59501 -7.0|130500 | 201 54. 
Kitchener 1995 204,600 1,105 07| 759 | "178,079 3,467) 135,574 2.2 
| 1996** 206,000 07 1800 629) 12 1,250 647 180,000 11, 4,400) 269 135,500 | -0.1 1.8 
1997**, 209,000 1.5, 1,950 83, 12) 1,400) 12.0/ 182,000) 1.1, 4,600| 4.5/138,000 | 1.8 2.0 

St. Catharines- 1995 159,600 898 10) «6565's eae, 2004. 422.328 $2) 
Niagara 1996** 163,400, 24 ©6980, 9.1 0.8) + «650-*15.0/ 187,500, 89 2,675) 11.7 122,240 | -0.1 5.6 
1go7**| 165,200] 11| 1,034) 55) 04) 688 5.8/ 185,500} -1.1 2695) 07 |122885 | 05) 50 

Hamilton 1995 312,000 | 2,001 | 1.2| 1,057 208,796 | 7,736 141,128 
4996** 309,000 -1.0 2,450 | 22.4 

1997**, 313,600 


"| 405,432 
410,000 
415,000 . 


527,060 
515,000 
535,000 
se | 199,692 oe 
7 158,000} -1, 
43 161,000) 1. 
| 180,220 
169,000 
4 | 175,000 


132,151 
29.2 | 136,000 
.1 | 139,000 


110,887 | 62 
111,996 1.0 5.6 
113,675 


183,488 
189,051 
192,832 


} -1.0} 1,400} 32.5 / 210,000; 0.6; 9,700; 25.4 |142,500 | 1.0 | 2.2 


7.1 | 213,000 | 145,000 1.8 | 
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| * Multiple Listing Service (MLS) is a registered certification mark 
owned by The Canadian Real Estate Association. 


| ** 1996-97 values are CMHC forecasts. 


SOURCES: CMHC, Statistics Canada and local real estate boards. 


t Average MLS price. 
t Sales data is from TEELA. 
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3 UNIT + 
NEW AVERAGE APT. 
HOUSE SINGLE SINGLE STRUCTURE 
CENSUS PRICE NEW NUMBER MLS VACANCY 
270A ra ea MRA La atc | Ui gE: [OE | MET] eae | Fe] Hae, ee 
AREAS (CMA) EMPLOYMENT CHG | STARTS | CHG CHG STARTS | CHG $ CHG (RES.) CHG $ CHG % 
: 096* 0c 302,500} -1.4/ 53,800 | 37.0|198,700f| -28| 12 
1997** 2,160,000 200 | 298,000| -1.5 54500 | 1.3 |202,000t| -25 14 
Dehawa 4995 | 127,750 1,330 184,868 Ne NA 27 
1996** 129,000) 1.0 1,550) 16.5 1,150| 11.1/ 184,000] -05) WA N/A 3.7 
1997**| 130,500 : 188,000 N/A N/A 3.8 
a FO Boe welll saan | - 
1996 8100 | 25.0/141,680 | -10) 49 
1997**, 401,300, 3,137 | (8500 | 49/144520 | 20; 38 
Hull 1995 | 129,300 1,208 548 130,335 1,243 NA 8.3 
1996**, 130,300) 0.8| 1,080/ -10.6 540 -1.5 | 128,000 1,600 | 28.7| NA vee 
1997**, 131,200 125,000 N/A 7.0 
en Riswnoooal commcapectes 25 
4g 8112000 | 19) = 57 
| 2.6 111,000 | -09 5.5 
RoeRivices) 1008 63,000 519 217 96,100 674 71,900 7.2 
1996**| 63,000) 0.0| 530| 214 260) 19.8) 92,700! -35| 800 | 187) 72800 | 13 8.0 
1997**| 63,500/ 08] 620| 17.0 350 34.6) 95,500' 3.0, 850 6.3/ 75,000 | 3.0 5.9 
1 81,400 . 6.2 
B| 83,500 | 26 66 
—1gg7** 70,750 00 ae 5 | 86| 86300 | 34) 57 
4995 | 316,300 2,405 0.7) 1,842 3,650 85,032 6.0 
sogex*| 319,800; 11] 2,300) -23| -15] 1,077] -41.5 15} 4,200 | 15.1] 86000 | 1.1 6.5 
4997** 322,300 08) 2550) 85 0.0} 1,120| 4.0 0.0} 4,100 | -24| 87,000 | 12 6.9 
ae ari 6.0 
anquiére —1996* 000: (76200 | 20 5.4 
8 oor) 5800, 2003 80,000 | 5.0 24 
Santon =) 1995 59,300 108,968 908 88,581 8.6 
4996** 57,400 -3.2 (is000)) 37) 1,100 )) 211 | 87000.) --1.8 94 
4997** 58,200, 1.4 115,000| 18] 1,100 | 0.0| 88500 | 1,7 9.0 
Rae sees | 160000 1426400; 4,382 117,624 7 
-—— 4g96%*| 167,000, 06) 79) 127,000, 05 5,200 | 187/118500 | 07, 87 
— 4997** 169,000 1.2) '|131,000| 31) 4800 | -7.7|119,500 | 08 8.1 
St. John’s 4995 81,900 121,500 koe 89,655 10.8 
4996**| 79,250 -3.2 120,000; -12| 1,825 | 161| 94500 54 15.4 
4997**| 78,250 -1.3 . 11.1| 122,500} 21] 1,775 | -27| 94,000 | -05 15.5 
Woe ee a 149; | 114,000 241 95,800 ola 
--4906**| 26,900) 15) 256 | 49.7 220 4771118000 35 270 «1201 97,000 | +13 4.0 
| yoor=| 25,700| -23/ 250] -23 | 210) 45/120000| 17] 255 | -86| 97,000 | 0.0 6.0 
ALL 1995 8,779,330 69,850 35,264 175,908 | 
METRO 4996** 8,888,900 1.2 76,300) 92 43,263 | 22.7 216,350 | 23.0 
AREAS 1997** 9,013,530| 1.4) 81,769, 7.2 45,938 | 6.2 223,040 | 3.1 
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Local Housing Market Indicators (cont'd) | 
a | 


continued from page 1 


73u percent 


_ above last year’s level and to rise a 


further 7.0 per cent in 1997. 
Total starts in 1997 will increase 


_ the most in Calgary, Trois- 


Riviéres, Edmonton, Winnipeg 
and Sherbrooke, all of which will 
see starts rise by more than 15 per 
cent. Starts will rise by 85 per cent 
in Chicoutimi, but this is because 
a massive reconstruction 1s 
required after last summer’s 


| devastating floods. 


Highlights of 1997 Forecast _ 
Percentage Change in Annual Total - 


Starts: 1996-1997 


Top Five % Bottom Five % 
Calgary 18.2 Saskatoon = -20.5 
Trois-Rivieres 17.0 Windsor —-10.1 
Edmonton «16.7 Halifax = = -95 
Winnipeg 19 Hl a4 


Sherbrooke «15.4 Stdohn’s = 5.4 


Calgary will be one of the mar- 


_ kets with the largest increase next 
_ year, so much so that for the first 
_ time ever it will be the third most 


active housing construction mar- 
ket in the country, replacing 
Montréal behind Toronto and 
Vancouver. Total housing starts in 


Calgary will hit a 15-year high of 


| 7,800 units in 1997. Strong de- 
| mand for condominium units in 
_all price categories and a tight sup- 


ply of rental units will push multi- 


_ ple starts up. Lower priced new 
_ units are now competing with ex- 
_ isting homes for first- and second- 


time buyers and those moving 
down. 
Local economies grew in Trois- 


| Riviéres and Sherbrooke in 1996, 


and will continue to do so in 1997. 


| This should end the employment 
_ instability that kept many first- 
_ time buyers from moving to home 


ownership in 1996. 
Starts of all types of dwellings 
will increase by 16.7 per cent in 
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Edmonton in 1997. A stronger 
economy and improved consumer 
confidence will strengthen 
demand for an additional year. 

In Winnipeg, lower inventories, 
a strong resale market and very af- 
fordable interest rates point to an 
upturn in new construction next 
spring, increasing starts by 15.9 
per cent in 1997. 

Some centres will experience 
fewer starts in 1997. The centres 
with the biggest declines are ex- 
pected to be Saskatoon (-20.5 per 
cent), Windsor (-10.1 per cent), 
Halitax (-9.5 per cent), Hull (-7.4 
per cent), and St. John’s (-5.4 per 
cent). 

Lower starts in Windsor for 
1997 are mainly the result of 
strong activity in recent years. In 
fact, 1996 will be remembered as 
one of the best years ever for the 
construction industry in Windsor. 
In Halifax the loss of the tax re- 
bate program will reduce housing 
affordability somewhat in 1997, in 
particular for first-time home buy- 
ers, but 1997 will still be a good 
year in both centres. 

Saskatoon has been one of the 
most active housing markets in 
the country for the past few years. 
In this market, even with a de- 
crease of 20.5 per cent in 1997 
caused by fewer starts of multiples 
because of lower demand, the level 
of starts will remain higher than 
the average of the last few years. 
Job creation in higher paying 
sectors, such as manufacturing, 
transportation, communication, 
mining, finance and insurance, is 
playing a positive role throughout 
the economy, a condition that is 
expected to continue in 1997. 

In Hull, this will be the sixth 
consecutive year of reduced hous- 
ing starts. The decline can be 
traced to a combination of factors, 
the most important of which are 
an abundant supply of resale 
homes and job insecurity. 


For St. John’s, the decline in 
1997 will also be a readjustment 
after a strong recovery in 1996, 
when starts are forecast to in- 
crease 24 per cent. 


Resale housing market to 
maintain gains 


After a substantial increase of 23 
per cent expected in 1996, resale 
activity will increase by 3.0 per 
cent in 1997. Resales, which 
increased in 26 major centres in 
1996, will increase in only 16 next 
year. Vancouver, Chicoutimi, 
Sherbrooke, Edmonton and 
Calgary will be the hot spots in 
199% 


_ Highlights of 1997 Forecast — 
_ Percentage Change in Annual — 
Resales: 1996-1997 


Bottom Five % 


“Top Five 4 

‘Vancouver 10.2 Halifax a7 
Chicoutimi = 10.0 London = -7.0 
Sherbrooke «8.6 Charlottetown -5.6 
“Edmonton = 7.5 Regina 8.4 
Cin = 1 So 


Sjois .. 20 


Resales in Metro Vancouver dur- 
ing 1996 are forecast to finish the 
year 19 per cent ahead of the level 
attained in 1995. Even better, the 
level of resales is expected to rise 
another 10.2 per cent next year. 
Employment growth, affordable 
mortgage rates and increasing 
migration levels will lead to 
continued solid gains in 1997. 

The disastrous events in 
Chicoutimi last summer will have 
a major effect on the city’s resale 
market. An increase of 10 per cent 
is expected. Some families that 
lost their homes will relocate and 
buy an existing home. As existing 
homes are generally more afford- 
able than new ones, this option 
will be attractive for many. 
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In Edmonton, an improved 
economy will boost consumer con- 
fidence and increase migration; 
combined with lower mortgage 
rates and a large supply of afford- 
able housing, this will contribute 
to an increase in sales. Resales are 
forecast to increase by 7.5 per cent 
next year after rising by an 
expected 20 per cent in 1996. Gen- 
erally favorable economic condi- 
tions will strengthen consumer 
confidence in Sherbrooke to 
increase resales by 8.6 per cent 
next year. 

Strong economic growth, con- 
tinued migration and excellent 
affordability will increase resales 
in Calgary over 1997. Housing 
market strength will be reflected 
in an increase of 7.1 per cent in 
1997. As the economy improves 
and corporate transfers bring 
more people to the city, there will 
be a continual flow of migration 
from other parts of the province 
and the rest of Canada. 

MLS sales in 1997 are expected 
to decline in Halifax (-7.7 per 
cent), London (-7.0 per cent), 
Charlottetown (-5.6 per cent), Re- 
gina (-3.4 per cent) and St. John’s 
(-2.7 per cent). In Halifax, the end 
of Nova Scotia’s tax rebate pro- 
gram will lower demand and ease 
the volume of existing home sales 
in 1997 from the record level of 
a9. 

Regina’s market has had the 
advantage of a release of pent-up 
demand over the last two years. 
However, as it has been met in 
1996, the result will be a slow- 
down in home buying activity in 
1997. Consequently, sales will re- 
treat to a still healthy 2,800 sales. 

Centres like Charlottetown and 
London again have experienced 
high levels of activity in 1996. As 
demand eases, sales will decline 
but levels of activity will remain 
high. The St. John’s resale market, 


which was relatively active in 
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1996, will register a marginal 
decline next year. The end of 
Hibernia’s construction and a 
possible round of public sector 
downsizing will contribute to 
lower sales activity. 


House prices to increase in 
more centres in 1997 


Based on CMHC’s local forecasts 
of the New House Price Index 
(NHPI), house prices in 1997 are 
forecast to rise in twice as many 
centres as in 1996. The NHPI is 
forecast to increase in 16 of the 21 
centres surveyed, compared with 8 
centres this year. 

The increases will be concen- 
trated in the west and the central 
part of the country. This is be- 
cause the economic recovery is 
more pronounced in these centres. 
Vancouver and Victoria will experi- 
ence a turnaround in the NHPI 


after three consecutive years of 
decline. 

Vancouver will remain the most 
expensive market for new single- 
detached homes in 1997, with an 
average price of $535,000. This 
price is almost six times the price 
of a new single detached home in 
Chicoutimi-Jonquiére ($92,700). 

Resale single home prices will 
rise in 16 centres, two more than 
the number expected for this year. 
In 1997, prices are expected to rise 
the most in Chicoutimi (by 5 per 
cent), Regina (3 per cent) and 
Sherbrooke (3 per cent). Strong 
demand will come from low mort- 
gage rates, continued strength in 
the local economies, growing 
employment and improved job 
security. ll 


1997 Average New Single House Price 


Vancouver 
Victoria 
Toronto 
Hamilton 
London -— 
Ottawa 
Thunder Bay - 
Oshawa 
Windsor — 
St. Catharines-Niagara 
Kitchener 
Calgary 
Edmonton 
Saskatoon 
Winnipeg 
Sudbury 
Regina 
Montréal 
Halifax 
Hull 

St. John's 


Source: CMHC forecast. 
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The Next Home as a model of affordability 


by Dr. Avi Friedman 


The Next Home has received a good deal of attention from the media lately. It is accessible to more 
potential home owners because its novel design achieves better affordability at lower cost than its 
predecessor, the Grow Home designed at McGill University in 1990. Canadian Housing Markets 
thanks Dr. Avi Friedman, Associate Professor and Director of the Affordable Homes Masters of 

_ Architecture Program at McGill for this article. 


m Jecent socio-demographic 
changes in Canada have 
shifted demand away from 


| the traditional North American 


single-detached home. Families, 


_and households generally, have be- 


' come smaller; more are non-tradi- 


tional; many require two incomes. 
Elderly citizens increasingly com- 
prise a greater proportion of the 


| population. 


The families and households 


_ that have emerged in recent years 
_ are creating a demand for housing 


units that are smaller and more 


_ efficient than the large, detached 

_ houses that many middle-class 

_ Canadians took for granted in 

_ their youth. They are looking for 

_ reduced size and increased density 
_ in their dwellings. 


Builders and designers cannot 
afford to ignore the diverse needs 
of these new households. One di- 
rect response to these needs is the 
Next Home. This research project 


_ of the McGill School of Architec- 


ture Affordable Homes Program 
is sponsored by Canada Mortgage 


_and Housing Corporation, Société 


habitation du Québec, Natural 


_ Resources Canada and Matériaux 
| Cascades Inc. It was presented as a 


demonstration unit on the McGill 
campus in the summer of 1996. 
The Grow Home project of 
1990 was an affordable, narrow- 
front rowhouse prototype. Five 


' thousand units were built in the 


Montréal area. The Next Home 
extends the research undertaken 
on the Grow Home. Key features 
include the purchase of only the 
quantity of space needed by and 
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affordable to the user, housing af- 
fordability, interior layout design 
selected from a catalogue of com- 
ponents, flexibility to change and 
grow, choice of facade design, 
environmental responsibility and 
comfort, export potential, and a 
new urban perspective. 

For many years, improving 
affordability for modest income 
Canadians has been a major chal- 
lenge. Land and infrastructure 
costs have doubled in the past 
twenty years and now constitute a 
much higher proportion of the 
total price of a new house. These 
pose a major problem for many 
people considering their first 
house purchase, especially in times 
of economic uncertainty, when 
lack of job security makes 
personal finances precarious. The 
Next Home goes beyond the 
Grow Home and takes these 
factors into account. 

The Next Home research team 
has calculated the final selling cost 
for three units in a suburban 


Montréal triplex built as part of a 
row. The calculation includes 
construction cost, price of land, 
and builders’ fees. 

The total retail cost of the 
ground-floor unit, containing 
69.7 m* (750 ft.) of living space, 
has been calculated at $45,580; the 
middle unit, with 76.2 m2 
(820 ft.*) of living space, would 
cost $48,615. The cost of the 
upper unit, comprising the third 
floor and a mezzanine with 
108.7 m? (1170 ft.) of living 
space, is calculated as $69,889. A 
housing unit with over 76 m? 

(800 ft.*) of living space for under 
$50,000 (including land) repre- 
sents a major advance in afford- 
able housing in Canada. 

With these estimated house 
prices, the Next Home team has 
also calculated the household 
income required to purchase each 
unit, along with the corresponding 
monthly payments. Figure 1 
illustrates how much income is 


required to continued on page 10 


Figure 1_ 


Required income using First Home Loan Insurance 
Mortgage rate ................. 18h Down payment ................. 5% 
Gross debt service ratio ...... 35% Amortization ............... 25 years 
: . : : Third Floor & 
: Ground Floor — Second Floor Meganine 
Montréal Required Income _ $15,581 $16,619 $23,891 
Monthly Payments $454 $485 $697 
Figure 2 2 
Required income using 10% down loan insurance 
Mortgage rale .................. 7.8% Down payment ............... 10% 
Gross debt service ratio ...... 32% _Amortization ............... 25 years 
Third Floor & 
Ground Floor Second Floor Mezzanine 
Montréal Required Income $16,384 $17,475 $25,123 
Monthly Payments $437 $488 $670. 3 
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immigrant housing preferences: new 
opportunities for the industry | 


he 200,000 immigrants who What does a growing and Canadians, it is also important to 
come to Canada every year changing immigrant population understand that immigrants are 
have a tremendous influ- mean for housing? To determine not a homogeneous group. The | 
ence on the country’s housing the housing preferences, concerns research establishes that country 
market. This is especially true in and interests of new Canadians, of origin has alot todo with who | 
Canada’s three largest centres — Canada Mortgage and Housing will want to buy a home. Asian 
Toronto, Montréal and Vancouver Corporation (CMHC) reviewed and European immigrants have the 
— which have absorbed two thirds _ census data and undertook focus highest home ownership rates, and 
of recent immigrants. group research in Toronto, Central and South American immi- | 
In Toronto, where four out of Montréal and Vancouver. The re- grants are among the lowest. 
ten immigrants settle, immigrants search examined the household Dwelling-type preferences also 
make up 39 per cent of the popula- __ size, living arrangements, incomes, vary by country of origin and by 
tion. Since many are of prime first- tenure and dwelling type choices location within Canada. | 
time home buying age, they could of different immigrant groups. Because a large number of 
make a significant contribution to Participants in focus groups immigrants may become home 
the first-time home buying market. agreed that immigrants have a buyers at some point in their lives, 
strong desire to own a home. In the main challenge is to under- 
Proportion of 1991 fact, they appear to be more com- stand what they will be looking 
population who were mitted to home ownership than for when they do become serious 
immigrants non-immigrants. Though recent home buyers. The housing prefer- 
immigrants are less likely to own a ences of first-generation Canadi- 
home than non-immigrants of the ans, for example, are greatly 
same age, they tend to catch up influenced by their tendency to 
within 10 to 15 years. Eventually, live in extended families. As a 
they are more likely to own a result, there was some concern in 
home than non-immigrants even immigrant focus groups overthe | 
though most start in Canada lack of suitable housing for larger 
with lower incomes than non- families. Additional concerns were 
immigrants of the same age. raised about inflexibility in the 
Toronto Montréal__~— Vancouver While it is possible to generalize —_ planning, design and regulation of 
; : about the tenure preferences and housing. 
Source: Immigrants and the Canadian Housing ¢ ; é | 
Market: Living Arrangements, Housing other housing interests of new continued on page12 
Characteristics and Preferences 
Given the significant number of Proportion of immigrants aged 45-54 that own their homes 


immigrants, the professions and 
trades that sell, finance and con- 
struct housing will have greater 
success if they understand the di- 
verse needs and aspirations of new 
Canadians. And the characteristics 
of immigrants are evolving rapidly. 
Whereas most immigrants to 
Canada were Europeans 30 years 
ago, the majority now originate in 
Asia. By understanding how immi- 
grant housing preferences have 
changed, the housing industry can 


pre 1966 1966-70 1971-75 1976-80 1981-85 1986-91 Non-immigrants 
Year of arrival in Canada 


P lan more effectively for future Source: Immigrants and the Canadian Housing Market: Living Arrangements, Housing Characteristics 
housing demand. and Preferences 
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For a demo account call 


Bor SD-MLec _17888-246-6763 


Canedian Housing Markets Service en direct-Marchés 
Online Service du logement canadiens 


Come visit our House 
page! 


Your Value-added Source for Canadian Housing Market Data 
and Analysis and your only source for preliminary starts data. 


A partnership between Canada Mortgage and Housing Corporation and 
The Conference Board of Canada 


http://www.chmos-sd-mloc.ceds.com 


ARE CANADA’S HOUSING MARKETS 
PERFORMING AS FORECAST? 


CMHC’s Market Analysis Centre now offers you instant access to monthly new residential construction 
information through a FAX/Mail service. With it, you can keep track of the forecasts published in Canadian 
Housing Markets. 


| CMHC’s FAX/Mail Service for Statistical Tables gives you housing data from CMHC’s Housing Market 
_]| Information System as soon as it is released to the media. See how we can meet your statistical information 
| needs. Call 1-613-748-2550. 


KEEP UP-TO-DATE ON THE ACTION IN ALL OF CANADA’S MARKETS! 


Housing Information Monthly is based on three national surveys conducted by CMHC — Starts and 
Completions, Market Absorption, and Rental Market. It features more than 90 detailed statistical tables on 
starts, completions, sales, prices, and rental market activity for over 100 local markets. 


Canadian Housing Statistics has been the definitive source book of housing activity in Canada for more 
than a generation. Released annually, it provides over 100 statistical tables on market conditions, housing supply 
and demand, and house-building and mortgage-lending activity. Monthly Housing Statistics is a monthly 
update. 


SUBSCRIBE TO CMHC’S STATISTICAL PRODUCTS... 
IT’S LIKE HAVING YOUR OWN MARKET CONSULTANT 


To order CMHC’s national FAX/Mail service, call 613-748-2550. To subscribe to publications, in 
Canada call 1-800-668-2642, or fax 1-800-463-3853. International orders, call 613-748-2016. We 
accept VISA, MasterCard and American Express cards. CMHC local offices offer a number of 
complementary products. 
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Seven sources of change in Vancouver housing 


prices 
V { ancouver’s housing market 
underwent significant 


change between 1981 and 
1991. Despite record levels of 
housing construction and resales, 
housing prices shot up 55 per cent 
during the decade. 

A new research report, Seven 
Sources of Change in Vancouver 
Housing Prices: 1991-1992, poses 
two key questions about the Van- 
couver market during this period: 
What factors contributed to the 
change in residential property val- 
ues? and How does the Vancouver 
experience compare with that of 
other west coast cities? 

This report provides fundamen- 
tal empirical insights into the 
sources of change in house prices 
in the metropolitan Vancouver 
area. It is based on an analysis of a 
unique set of data derived from 
the 1981 and 1991 Censuses, sales 
transactions from the local real 
estate boards, and tax assessment 
records. 

Its methodology was modeled 
on a similar study conducted in 
Los Angeles, which analysed price 
changes between 1981 and 1991 
in terms of seven factors. 
Researchers were able to deter- 
mine the effect of each factor on 
prices and to compare changes in 
residential real estate values 
elsewhere for the same period. 
Four of these factors are discussed 
| below. 


Housing attributes 


Changes in housing attributes 
contributed only modestly to 
housing price changes. These 

| characteristics included sales price, 
lot size, floor area, age, and 

| number of bedrooms and 
bathrooms. 


| CMHC 


The average sales price of Van- 
couver homes changed 55 per cent 
over the period under study — 
from a mean of $151,308 in 1981 
to a mean of $235,316 in 1991 — 
less than five per cent per annum. 
This reflects the fact that housing 
prices peaked in 1981, fell precipi- 
tously afterward and recovered 
their peak values only in the late 
1980s. 

In addition, houses sold in 1991 
were, on average, more than seven 
years older than their 1981 coun- 
terparts. This is partly because in 
some neighbourhoods older 
homes have been purchased and 
demolished, and newly built 
homes have been offered for sale 
in their place. 

Other housing attributes 
showed little change. There was a 
modest increase in the number of 
bathrooms in houses sold in 1991 
over 1981, but almost no percepti- 
ble change in floor area or number 
of bedrooms. The average lot size 
fell slightly over the period, as 
might be expected in a growing 
metropolitan area. 


Neighbourhood 
characteristics 


Neigbourhood characteristics 
contributed insignificantly to 
changes in property values. These 
characteristics included median 
income, the presence of 
professionals and the proportion 
of households in which English is 
not the primary language. 

The findings suggested that 
neighbourhoods with higher me- 
dian incomes and more profession- 
als tended to have higher house 
prices in both 1981 and 1991. 
However, these factors were less 
important to the market in 1991 
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than they were in 1981, possibly 
because of demographic changes. 

Analysis also revealed that 
median income became less signifi- 
cant as a factor. A rise in a neigh- 
bourhood’s median income would 
have had a more favourable effect 
on housing prices in 1981 than in 
197 1h 

Language and other visible 
signs of neighbourhood ethnic di- 
versity had essentially no effect on 


sale prices of residential properties. | 


Distance from central 
business district 


Distance from the Vancouver 
central business district was the 
source of a small but positive 
change in property values. This 
factor increased in importance 
between 1981 and 1991, while the 
accessibility of suburban centres 
diminished in importance. 

In fact, of the seven subcentres 
identified for the metropolitan 
Vancouver area, only three — 
Burnaby, Richmond and North 
Vancouver — emerged as signifi- 
cant urban centres. This points to 
the partial success of regional 
plans advocating the growth of 
regional town centres. 


Strong demand was key 


Not surprisingly, the major 
determinant of the change in 
house prices during the period in 
Vancouver, as in Los Angeles, was 
strong demand for housing. Each 
city experienced a real estate 
boom during the 1980s, fueled by 
heavy immigration, particularly 
from Hong Kong. 

However, the findings for 
Vancouver were different in many 
ways from those of Los Angeles 


continued on next page 


PAGE NINE 


| 
| 


The Next Home ... 


continued from page 6 


purchase these units and how 


_ small the monthly payments 


would be with a five per cent 
down payment. It shows that both 
of the units selling for less than 


| $50,000 are available to house- 

_ holds earning as little as $16,619 
_ per year. Monthly payments 

_ would come to less than $500. 

| Figure 2 shows the required 


income and monthly payments for 


_ these units when the household 


makes a 10 per cent down 
payment. 
One of the fundamental distin- 


_ guishing features of the Next 


| Home is the opportunity it 

| affords buyers to purchase no 

_ more than the type and amount of 
| house they need. This is possible 

_ because its basic structure can be 

| built as a single-family unit, a 


duplex, or a triplex. The four 
levels of the Next Home structure 
can be arranged to suit the present 
requirements of the residents and 
can be rearranged later to suit 
household and family changes. 

The Next Home is adaptable 
enough to be built as a detached 
or semi-detached structure or ina 
row of similar houses. It could 
meet the urgent need of a wide 
range of users in a highly cost- 
effective manner by accommodat- 
ing a variety of diverse households 
in a single structure at an afford- 
able cost.™ 


For more information on the Next 
Home project, contact the author at 815 
Sherbrooke Street West, Montréal, 
Quebec, Canada H3A 2K6, or call 

(514) 398-8251. 
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Seven sources of change 
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and lend support to a number of 


_ other hypotheses about the evolu- 
| tion of Canadian cities. 


In Los Angeles, the net contri- 


| bution of the other six factors was 


negative. In fact, house prices in 


| Los Angeles would likely have 
| fallen if not for the increased de- 


mand attributable to immigration. 


| This was not the case in Vancou- 


ver: the changes affecting Vancou- 
ver over the period were on the 
whole more positive, with six of 
seven sources contributing to an 
increase in property values. 

The results also support the 
hypothesis that Canadian urban 
experience is fundamentally differ- 
ent from that of the United States. 
For example, accessibility to the 


' central business district continues 
_ to be valued more highly in 


Vancouver than in Los Angeles. 
This finding lends credence to 
the idea that Canadian cities have 


a distinct, more compact urban 
form than do cities in the United 
States. In addition, the results 
suggest that employment is being 
lost from the traditional central 
business districts of Canadian ur- 
ban areas and that new subcentres 
are not forming to replace them. 

While the research is not 
definitive, the comparison with 
Los Angeles does suggest possible 
avenues for further investigation. 
One key question that remains to 
be resolved is whether the distinc- 
tion between Canadian and U.S. 
cities is because of the smaller size 
of Canadian cities or because of 
cultural factors.™ 


Detailed findings of this study can be 
found in the report Seven Sources of 
Change in Vancouver Housing Prices: 
1981-1991, by Stan W.Hamilton, 
University of British Columbia, and 
Eric J. Heikkila, University of Southern 
California. The project was carried out 
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Total Employment _ 


The number of people employed i in 
_ the CMA in all industries in a 
given year. 


‘Total Housing Starts 


Total number of starts for all 
housing types for the year. 


Single Housing Starts 


Total number of single housing 
‘units initiated during the year. © 


: New House Price Index 


A measure of change in the prices 
charged by contractors for new 
residential houses whose detailed 
specifications remain the same 
between two consecutive periods. 


Single New House Price 


The weighted average price of all 
units sold during the year. 


Number of MLS Sales 
(residential) 


Total number of sales for all types _ 
_ of residential dwellings sold 
through MLS for the year. This 
number is supplied by local real 
estate boards. _ 


_ Single MLS Average Price 


Weighted average price of single 
family homes sold through MiS 

_ for the year. Price data is supplied 
by local real estate boards. 


Three-Unit plus Apartment 
Structures Vacancy Rate 


- Overall private market vacancy rate 
reported in CMHC’s Rental 
Market Survey for October. 


with the assistance of a grant from 
CMHC under the External Research 
Program (CMHC CR file 
6585-H059-5). 


The opinions reflected in this article 
are those of the researchers and do not 
represent the official views of CMHC. 


For a copy of the report, contact the 
Canadian Housing Information Centre, 
700 Montréal Road, Ottawa, Ontario 
KEA-ORA 
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Local Publications Give You 
Information for Today’s Housing 
Markets 


Now you can take advantage of Canada Mortgage and Housing Corporation’s 
network of expert analysts and economists in 26 major urban areas. Our local 
housing market publications give you the most comprehensive housing statistics 
and market intelligence available in Canada. 


Housing Market Report summarizes monthly data and statistics in 26 urban 
centres, including housing starts, mortgage rates, economic indicators, new home 
prices, absorption rates and unsold inventory by dwelling type, and provides 
topical analyses of economic and demographic developments atfecting local 
housing markets. Published monthly in large CMAs and quarterly in smaller 
CMAs. 


Housing Market Outlook analyses and forecasts the most recent movements in 
the resale and new housing markets in more than 26 major urban centres. Market 
trends include local MLS activity, average prices, ratios comparing sale prices and 
list prices, factors affecting the local economy, forecasts for housing starts and 
new home prices, sales levels and mortgage rates. Available three times per year in 
larger urban centres and two times per year in smaller urban centres. 


Rental Market Survey Report and FAST fax give you the latest trends in vacancy 
rates, average rents, and rate and rent changes at the sub-market level for buildings 
with three or more units for more than 100 urban centres. The Rental Market 
Survey Report annually analyses the supply of housing on the market and reports 
on housing starts and completions by tenure. If you want to get ahead of your 
competition, subscribe to FASTfax and receive survey results the day they are 
released. Further analysis of the survey results appear in the Rental Market Survey 
Report three to five weeks later. 


Other insightful local reports on topics such as condominiums, land supply and 
retirement homes are available in some markets. 


In Canada call 1-800-668-2642, or fax 1-800-245-9274 for subscriptions. For 
international orders call (613) 748-2003, or fax (613) 748-2016. We accept VISA, 
MasterCard or American Express cards. Many market analysis publications are now 
available on the Internet through the Canadian Housing Market Online Service 
(CHMOS). Find out how to use this timely service by calling 1-888-246-6763. 
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On Time, On Target, On-line 


Canada Mortgage and Housing Corporation’s (CMHC’s) Market Analysis Centre produces 
quarterly national reports that give a comprehensive view of the Canadian housing industry with 


information you can build on. 


The quarterly National Housing Outlook delivers Canada’s most significant assessment of 
future housing markets, as well as two-year national and provincial resale house prices, housing 
starts, vacancy rates and projections for key housing markets and economic indicators. The fall 
issue also contains a special Renovation Outlook section. A companion to the National Housing 
Outlook is Housing Facts, a monthly fax service providing just-released housing statistics and 
other information critical to the industry. 

Mortgage Market Trends provides information on development, nationally and provincially. It is 
an important source for detailed analysis and timely information on the primary and secondary 
mortgage markets for lenders and the housing industry. Mortgage Market Trends features 
market-share information, mortgage-backed securities activity, mortgage rate movements, 
opinions on mortgage financing trends from experts in the private and public sectors, and much 


more. 


Subscribe to CMHC’s market analysis publications — it’s like having your own market 


consultant! 


Call 1-800-668-2642, or fax 1-800-245-9274. We accept VISA, MasterCard or American 
Express cards. Some market analysis publications are available through the Canadian 
Housing Market Online Service (CHMOS) on the Internet. Find out how to use this 
source of timely information by calling 1-888-246-6763. 


The CMHC study provides a 
wealth of insight into business 
opportunities by providing details 
that can help companies target 
their marketing. These include 
information on the preferences of 
recent immigrants and those who 
have been in Canada for longer 
than five years, on immigrants 
from different parts of the world, 
and on immigrants of different 
ages.@ 


The full research report is available in a 
58-page booklet Immigrants and the 
Canadian Housing Market: Living 
Arrangements, Housing Characteristics 
and Preferences for $12.99 (plus GST 
and shipping). To order, please call 
1-800-668-2642. 


Canadian Housing Markets is a quarterly publication featuring CMHC’s 
affordability indicators and housing forecasts semi-annually. The 
affordability indicators and the housing forecasts are based on the 
expertise of local market analysts across the country. 


The national contributors are Greg Goy, Dan Guerrette, David Dallaire 
and Bruno Duhamel. Comments and requests for additional information 
may be referred to Greg Goy, Manager, Local Market Analysis, Market 
Analysis Centre, Canada Mortgage and Housing Corporation, Ottawa. 


_Tel.: (613) 748-2582. Internet: ggoy@cmhc.e-mail.com 


To subscribe: in Canada, call 1-800-668-2642, fax 1-800-245-9274; 
outside Canada, call 1-613-748-2003, fax 1-613-748-2016, or mail your 
order form to CMHC Information Products, 700 Montréal Road, 

Suite 1000, Ottawa, ON K1A OP7. 


Annual subscription (four issues) $44 + GST Catalogue No. CHMSE — 
Single issue $11 + GST Catalogue No. CHME4 


To receive your subscription over the Internet, contact the Canadian 
Housing Markets Online Service (CHMOS) at 1-888-246-6763 or visit our 
“House Page” at http://www.chmos-sd-mloc.ceds.com. $25.00 per issue 


Cette publication est aussi disponible en francais sous le titre Marchés 
de I’habitation canadiens Numéro de catalogue CHMSF 


© Canada Mortgage and Housing Corporation 1996 
ISSN 1188-4487 — Printed in Canada 


CMHC offers a wide range of housing-related information. For 
details, contact your local CMHC office. 
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Housing affordability hits all time high: Prairie 
centres join record-breaking charge | 


he lowest mortgage rates in 
over 30 years shattered The percentage of renters who can afford to buy a 


records in 14 centres and starter home — 1995-1996 


helped boost average national 


ain ; =e ae (Ranked from highest to lowest based on total households July to December 1996) | 
affordability to an all-time high in the E ra 


second half of 1996. The sky-high CENSUS 2nd half 1995 | 1st half 1996 ____ 2nd half 1996 ‘i pe 
affordability, along with an abundant METROPOLITAN 

supply of affordable homes on the AREAS (CMA) Total Total Total | Family Non-Family 
market, created record levels of Chicoutimi 5 5 eo “49 
first-time buying. 50.4 

When the average demand a5 
affordability indicator for all centres a ENR a fae 
hit 39.6 per cent in the second half of ; 
Bees he Mails St John's 46.3 477 50.5 50.1 511 
responsible were mortgage rates, at Tots cy ete Bee a 
their lowest levels since July 1965. 8 
Since rates are expected to inch up 400 | | 
slightly in 1997, affordability is 34.3 
forecast to decrease marginally. Thunder Bay 39.0 
Records broken in 14 o i me ai ES 
centres as affordability highs oan : me | 
go west oe 
In the second half of 1996, 14 centres a 7 . | 
saw record affordability levels: eee | 
Edmonton, Calgary, Regina, Win- Oshawa aa 
nipeg, Ottawa, Hull, Montréal, Trois- Montreal 37.4 92.6 30.6 
Riviéres, Québec, Chicoutimi, Saint St. Catharines 34,7 
John, Halifax, St. John’s and 29.0 
Charlottetown. Record levels 96.6 
occurred in nine centres in our 31.4. 
ee semi-annual report, and in Ottawa 08 4 | 

ive centres a year ago. 

The most significant change was in ee pee at a 
Prairie centres, where affordability for Barty eee 
renters was better than at any time 7“ ae 
since 1970. The only exception was 40.2 17.8 
Saskatoon, where a 10.5 per cent 6 let 
annual increase in starter home prices Metropolitan 35.0 47.4 | 29.4 
was the highest in Canada. Area | 


Source: Canadian Housing Markets. 
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Helping to house Canadians 


new highs in many centres 


_ during the second half of 1996. This 


article highlights the centres with 
records and introduces new 
information on the price ranges of 


| affordable housing that have the 


highest potential for more resales and 


| new construction. 


| Percentage of affordable 
'_new homes sold reaches 


new Ceiling in 12 centres 


Propelled by lower interest rates, 
record high levels of new construc- 
tion were affordable to home buyers 
in twelve centres during the second 
half of 1996: Vancouver, Edmonton, 
Calgary, Saskatoon, Sudbury, Windsor, 
London, Ottawa, Hull, Montréal, 


| Sherbrooke, and St. John’s. The na- 


tional average for the percentage of af- 
fordable homes sold was 67.4 per 
cent, the highest since 1991. 


Nine centres see new 
summit in supply of existing 
homes 


Higher maximum affordable house 
prices meant that more buyers than 
ever could buy in Vancouver, Victoria, 
Edmonton, Thunder Bay, London, 
Ottawa, Hamilton, Toronto and 


| Montréal. At a national level, the 


CMA average percentage of afford- 
able resale supply was 64.8, down 
from 68.3 in the first half of 1996. 


Price ranges of affordable 


| housing help identify market 
| opportunities 


A higher level of sales is healthy for 
the bottom line, for both builders and 


Potential First-time Buyers now 
shows three categories of affordable 
prices. In addition, for each category 
it shows the percentage of resale and 
new construction sold in the second 
half of 1996 below the average price. 

The three categories of affordable 
house prices are the Maximum 
Affordable, Regular (10%), and First 
Home Loan Insurance (FHLI) (5%). 

First category: The Maximum 
Affordable Price uses current mort- 
gage rates, CMA renter income for all 
household types, and other data (see 
Definitions section) to give the upper 
limit of affordability. It shows the 
highest price that can be paid by an 
average first time buyer. 

Second category: The Regular 
(10%) price is well below the maxi- 
mum affordable house price. It is the 
same starter house price that is used 
in CMHC’s demand indicator;this 
average is based on prices of homes 
bought using CMHC’s regular 10 per 
cent down payment program. 
Although this figure is always higher 
than the FHLI (5%) price, it gives a 
reference point near the lower end of 
affordable housing. 

The FHLI (5%) price is calculated 
from homes bought under the FHLI 
program and represents the lower 
limit of affordable housing. 

These prices were used in the table 
entitled Supply Affordable to 
Potential First-Time Buyers to tally 
the resale supply affordable and the 
affordable new construction. 

The data for Victoria are typical of 
most centres — there is less supply 


Affordable supply records smashed in many 
centres — New supply analysis helps identify 
market opportunities 


= om he supply of affordable new 
| and resale housing soared to 


available in the lower price ranges, and _ 
a higher proportion of resale supply is 
affordable than of new construction. 
The opposite is generally the case 
when it comes to demand: there is 
more demand in the lower price 
ranges than at the maximum 
affordable price. The majority of 
homes insured with CHMC’s mort- 
gage insurance are priced between the 
regular(10%) average price and the 
FHLI(5%) average price. In Victoria, 
these prices were $172,104 for the 
regular(10%) and $165,059 for the 
FHLI(5%). 

Using this new method, realtors 
can identify the best selling price 
ranges for vendors and avoid long 
listing periods. They can also help 
first-time buyers find the price ranges 
with the greatest supply. Both options 
could increase existing home sales. 
Builders can use the information in 
the same way, to identify markets and 
affordable price segments with the 
lowest supply and the greatest 
demand. 


Centres with the highest 
opportunities 


The table Supply Affordable to 
Potential First-Time Buyers indicates 
that the greatest opportunity for 
more new construction is in centres 
that have no more than 20 per cent of 
supply affordable in either regular 
(ten percent down payment) or FHLI 
(five percent down payment) 
categories. These centres are Victoria, 
Edmonton, Calgary, Saskatoon, 


Data for the Victoria affordable price categories and the 
percentage of supply affordable 


realtors. One path to more sales is Affordable Category Price Percentage of Supply Affordable 
finding a market segment with high __ Resale New 
potential demand and low supply. 

| One way to identify opportunities Maximum affordable $202,433 46.3 35.5 

| is to look at the supply of affordable Regular (10%) $172,104 32.0 20.0 

_ housing by price range. To this end, FHLI (5%) $165,059 986 15.7 


the table Supply Affordable to 
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Housing affordability hits . . . (continued from page 1) 


Another significant change was in 
the Atlantic provinces. All major 
urban centres set records for 
affordability, despite upward price 
pressure in Halifax and Charlotte- 
town. In Quebec, Sherbrooke was the 
only centre that did not set a record. 
Increasing prices dropped it from the 
affordability high set in the first half 
of 1996. 

Ottawa was the only centre in 
Ontario with a record-breaking 
performance. Other centres peaked in 
the mid eighties, when home prices 
and mortgage rates were lower and 
income growth was solid. 

Although Victoria and Vancouver 
are not at 25-year-high levels, they 
have made great strides in affordabil- 
ity and are at a high for this decade. 


Of the three biggest cities, 
only Montréal breaks record 
Stable prices helped push affordability 
in Montréal into record-breaking 
territory. Both Toronto and 
Vancouver hit all-time marks in the 
mid 1980s, Toronto just before the 
price run up and Vancouver mainly on 
the strength of rising incomes at a 
time when prices were also going up. 


Record number of first-time 
buyers 

More people than ever applied for 
First Home Loan Insurance in 1996. 
This barometer of first-time buyer 
activity indicates that greater 


Affordable supply 
records. . . (continued) 


Regina, Winnipeg, Thunder Bay, 
Sudbury, Windsor, London, 
Kitchener, St. Catharines, Hamilton, 
Oshawa, Ottawa, Hull, Montréal, 
Trois-Riviéres, Québec, Chicoutimi, 
Saint John, Halifax, St. John’s and 
Charlottetown. 

Centres with the greatest 
opportunity for affordable resale 
housing (with no more than 20 per 
cent of supply affordable in the FHLI 
category) are Sherbrooke, Québec, 
Chicoutimi and Charlottetown. 
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affordability led to a record number 
of first-time buyers. The number of 
existing and new homes insured under 
this program was 138,480, up 42 per 


_Demand Affordability Indicators 

Percentage of Renters Who Can Afford — Represents renter households in the 
prime home buying age group of 20 to 44 years who have an income at least 

_ equal to the amount required to purchase an average starter home. includes all 
family and non-family households in the 20 to 44 age group, in addition to renter 
households who qualify for NHA social housing programs. 

“Average Starter House Price — The average price for an NHA-insured home. 

Includes the following house types: single, semi-detached, row house, mobile 
home, and apartments for ownership. So that NHA starter home prices are repre- 
sentative of first-time buyers at all time periods, the data are analysed to control 

for distribution changes that would otherwise skew the average. NHA-insured 

homes are typically bought by young first-time buyers with a down payment of 
less than 25 per cent. The price is the average for each six-month period. This 
_ price excludes homes insured under the First Home Loan Insurance program. 

: Monthly Mortgage Cost — The monthly principal and interest payment associ- 
ated with the average starter home price, assuming a 10 per cent down payment. 
The mortgage balance includes the required mortgage insurance premium. 

: Property Taxes — - Average property taxes for a oe occupied by its owner. 
Data are CMHC estimates. 

Heating Costs. — Average costs for a starter home. Data are CMHC estimates. 
Total Monthly Carrying Costs — Total of monthly payments required for 

: principal, interest, average property taxes, and heating costs. 

Income Required to Carry Total Costs — The income required to cover the mort- 
gage payments, ee taxes and heating costs, assuming a 32 per cent gross 
debt service ratio. 

Mortgage A thee paca closed mortgage with 25-year amortization period. 

An average mortgage rate of 8.2 per cent was used for the last half of 1995 and a 

rate of 7.0 per cent was toes % for the last half of 1996. 


cent from 1995 and 37 per cent from 
the previous record set in 1994. 


Supply Indicators 


Categories of Affordable House Prices — Max. Affordable is based on average 
income of household type total which includes all households, family and non- 
family, but not low-income renters eligible for NHA social housing programs. 
Regular (10%) is identical to the Average Starter House Price in the definitions of 
the demand affordability indicator. FHL! (5%) is the average price for an NHA-in- 
sured home under the First Home Loan Insurance program. Includes the 
following house types: single, semi-detached, row house, mobile home, and 
apartments for ownership. FHLI homes are available only to first-time buyers with 
a minimum 5 per cent down payment. The price is the average for each six-month 
period. 

Range of Affordable House Prices — Max. Affordable | is the maximum price a 
household could afford given its income and assuming a 32 per cent gross debt 
service ratio to cover the mortgage payment, property taxes and heating costs. It 
is based on a three year mortgage rate of 7.0 per cent and a 10 per cent down 
payment. Both Regular (10%) and FHLI (6%) are average prices of homes insured 
with these products. 

Resale Supply Available — Percentage of MLS active listings at or below the 
range of affordable house prices. The sources are local Real Estate Boards. 


Most Prevalent House Types — The house types most often listed in the supply 
of active MLS listings. The sources are local Real Estate Boards. 

Affordable New Construction — Percentage of new single, semi, apartment or 
row dwellings sold at or below the range of affordable house prices. 


PAGE THREE 


Supply Affordable to Potential First-Time Buyers 


| CATEGORIES OF _ RANGE OF | RESALE | | AFFORDABLE 
CENSUS AFFORDABLE 1996 AFFORDABLE SUPPLY | NEW 
METROPOLITAN HOUSE INCOME = HOUSE PRICES | AFFORDABLE | | CONSTRUCTION** 
AREAS (CMA) prices* | $ |  $ | _% | __ MOSTPREVALENTHOUSETYPE | = % 
Victoria Max. affordable 50, 500° 202,433, 46.3 Newert Townhouse, Older¢ Bungalow 35.5 
Regular (10%) 1/2104 320 Condo Apartment, Older Townhouse 20.0 
FHLI (5%) 165,059, 28.6 Condo Apartment — 15.7 
Vancouver | Max. affordable 62,849 | 230-019) 41.3 Newer Townhouse 47.6 
_ Regular (10%) 201,888 343 Older Townhouse, New Condo Apt. 34.4 
| FHLI (5%) 170,617 27.1 Newer Apt. Condo 22.9 
Edmonton Max. affordable Ai 14 160,709 85.7 Bungalow, New Smaller 2-Storey. 73.9 
Regular (10%) 408,456 59.2 ~—_— Older Bungalow - 15.1 
"FHL (5%) _ 90,858 © 46.2~—_ Resale Condominium 79 
Calgary | Max. affordable 51,016 179,602 TeA New 2-Storey, New Split-Level 69.2 
Regular (10%) 127,418 46.2 New Apt. Condo, Existing Split-Level 21.5 
| FHLI (5%) 106,324 S2:2 New 2-Storey, Apartment Condo 10.0 
Saskatoon Max. affordable 50,581 158,850 80.2 ~—_-Bungalow, 2-Storey 874 
Regular (10%) 88,851 47.2. | Bungalow 25.0 
FHLI (5%) | 74,055} 341 | Bungalow 2. 
Regina Max. affordable 52,705 15337 87.1 2-Storey 78.5 
Regular (10%) 80,056 58.3 Bungalow/Bi-Level 2.6 
FHLI (5%) 63,041 45.0 Bungalow/Bi- -Level 0.0 
Winnipeg | Max. affordable 43,918 122,929 80.0 ~— Bungalow 33.7 
| Regular (10%) 267 sor | Bungalow — 29 
_FHLI (5%) 64,948, 46.2 ~— Bungalow/Bi-Level_ oO 
Thunder Bay | Max. affordable 50,886 | 168,296 | 82.0 All Styles 30.3 
Regular (10%) 112,000 50.2 Bungalow, Condo, 1'2-Storey 8.1 
_ FHLI (5%) 93,353 32.9 Bungalow, 1/2- Storey, semi 0.0 
Sudbury — Max. affordable 49,204, 162,382, 79.4 | Bungalow / 81.6 
| Regular (10%) | 113,175 44.1 | Bungalow 135 
FHLI (5%) | 92,348] 27.7 —_| Bungalow 0.0 
Windsor Max. affordable 47,159 156,865 59.1 Bungalow, 1%- tae) 53.6 
Regular (10%) 115,965 34.4 Bungalow, 1'%2-Storey 13.4 
FHLI (5%) 99,853 24.0 Bungalow, 1'/2-Storey 1.4 
London Max. affordable 46,520 156,063 69.8 —— Bungalow,RowCondo ~ 59.9 
Regular (10%) hss) Bungalow, Row Condo $27 
| FHLI (5%) = | 402050) «208 Bungalow, Row Condo 2.4 
Kitchener | Max. affordable 47,779 | 157,301 Gin Bungalow, Split-Level 61.0 
Regular (10%) | 131,983 50.0 1'-Storey, Townhouse 40.6 
| FHLI (5%) 110,744) 327 Semi-Detached, Condo 9.0 
St. Catharines- Max. affordable 44745 dG 824 2 Split-Level, Modest 2-Storey 55.7 
Niagara Regular (10%) 107,091 29.0 —_ Bungalow, Row Condo 6.8 
FHLI (5%) 91,125, 19.8 | Bungalow, Apartment Condo 1.5 
Hamilton | Max. affordable 48,098 161,146 59.0 2-Storey 45.9 
Regular (10%) | 141,597 | 58.5 | 1-Storey, 1%-Storey | 34.2 
| _FHLI (5%) | | -143,797| 30.5 1-Storey, Condo 1.0 
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Supply Affordable to Potential First-Time Buyers (cont'd) 


CATEGORIES OF RANGE OF RESALE | AFFORDABLE 
CENSUS AFFORDABLE 1996 AFFORDABLE SUPPLY NEW 
METROPOLITAN HOUSE INCOME HOUSE PRICES | AFFORDABLE | CONSTRUCTION** 
AREAS (CMA) PRICES* $ $ % MOST PREVALENT HOUSE TYPE % 


| Single-Detached «ss BE2 
ingleSemi 48.9 
. iF |,40 a cemmow i (iw”—~t~i<“‘“ ‘C ;;:*C*‘*‘BB 
Oshawa Max. affordable 55,310 183,343 N/A N/A 82.4 
Regular (10%) 146,961 N/A N/A 51.6 
__ FHLI (5%) nee 119,193 | N/A pags ies 
35.0 
Hull Max. affordable 44 861 1325425 74.0 Ae 82.4 
Regular (10%) 97,109 43.1 Bungalow 41.7 
FHLI (5%) _ | | TOMO S| 02 HORT SOE | pany | 17.8 
AGS 
Trois-Riviéres Max. affordable 39,379 109,313 N/A N/A 89.9 
Regular (10%) 68,358 N/A N/A 200 
FHLI (5%) 60,239 N/A NEP deel . 13.9 


59 - 7 : Condo, OlderBungalow | 412 

Québec Max. affordable 42,666 116,424 66.3 All Types (20 

Regular (10%) 87,148 38.0 All Types Mash Gh 

gEHL (520) ae ys ~ 70,981 COG me All Types except 2- Storey 2.8 
cnciieesieminiess - seccheamaies EEN RB Cee ee se ce ee | 
ndard Bungalow — - 2 8A 
(SindadBurgdow = sits 449 
Bungalow, 2-Storey (58 
Bungalow, 1'/2-Storey 0.8 
| Bungalow, 1%2- -Storey_ 0.0 
C ft 86.5 
306 Tee _ : 31.8 
St. John’s Max. HHordable 47,733 150,670 Bungalow, 2-Storey 94.6 
Regular (10%) 90,250 Bungalow 37.7 
FHLI (5%) . 82,522 Bungalow, Semi-Detached aay 
Charlottetown Max. affordable == 41,865 : 125,194 64.5 Bungalow, Split-Level 64.3 
[| ‘jReurtoy | = = = == 7500 | 186 ~~ | Bungalow 74 
c — FuGK «= = ———s™sté—s—sSCBS 83 | Bungalow 0.0 
Metropolitan Max. affordable 64.8 | 67.4 
Area Total Regular (10%) 41.7 | S72 


FHLI (5%) | 20.8 15.4 


* See definitions section for explanation. + Newer is five years old or less. N/A is data not available from the local real estate 
board. 


oe eee 16%) shee 
Saint John Max. affordable 43,454 132, 947 
Regular (10%) TE STRS) 
| Sao Dhaene el Ss 


** Percentage of new dwellings sold at or below + Older is ten years old or more. 
the range of affordable house prices. *** Calculated using sales instead of active listings. SOURCE: Canadian Housing Markets. 
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Why are some renters ignoring the 
best home buying conditions in years? 


| ‘New study investigates relevance of down payment 


Record high affordability and an abundant supply of housing have combined to create 
excellent home buying conditions. Yet, a number of renters do not purchase even when 
they have the financial capacity to do so. This article summarizes new research on whether 
down payment affordability problems are limiting home ownership in Canada. 


@ | ver the last decade and a half, 
| home ownership among 


Canadian households under 
age 40 has declined. Research publish- 
ed in the United States shows a 


| similar decline and attributes it in 


large part to a lack of down payment 
funds. 

CMHC commissioned a study to 
see whether the U.S. conclusions 
applied to Canada. The study also 
aimed to answer some other impor- 
tant questions: Would it be feasible, 
and desirable, to develop a down 


| payment affordability indicator? If so, 
| what should the methodology for 


| such an indicator be? Developing the 


indicator would allow CMHC to 


| determine whether people have 


enough savings for a down payment. 
In addition, by identifying the actual 
down payment required by potential 
first time buyers, this indicator would 
help the housing industry market its 


| products. 


These are the main conclusions of 


| the research: 


e Most renters do not have down 


payment affordability problems in 
Canada. 


e@ In 1991, 75 per cent of renters 


could save a minimum down 
payment within two years. 


e@ Many potential homebuyers think 
they need a larger down payment 
to buy a starter home than they 
actually do. 


| @ The cost of developing a reliable 


local indicator of down payment 


affordability is too high. 
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Existing studies inconclusive 


Conventional wisdom suggests that 
households will generally purchase a 
house if they can afford to do so. If 
they do not, it must be because of a 
constraint or barrier. However, 
studies have found that a significant 
number of renters choose to rent, 
even if they have the financial capacity 
to own. 

Other studies have found that 
there are other barriers to home 
ownership besides the down payment. 
Such factors include employment 
uncertainty; increasing property 
taxes, levies and utility costs; and the 
perception that house prices and 
mortgage rates are high. A literature 
review reveals that there is a percep- 
tion in Canada that the required down 
payment is higher than in fact is the 
case, suggesting that there is an impor- 
tant distinction to be made between a 
real and a perceived constraint. 


Preferred conceptual model 
too costly 


The preferred conceptual model for 
an affordability indicator was to 
measure, by Census Metropolitan 
Area (CMA), the wealth (assets, 
liabilities and savings available for a 
down payment) of renters to deter- 
mine if they had enough to buy their 
first home. Putting this conceptual 
model into practice required finding a 
source of statistically reliable data. 

An extensive assessment of 
potential data sources — among them 
the Survey of Consumer Finances; the 
Household Income, Facilities and 
Equipment (HIFE) Database; and the 
Survey of Family Expenditures 
(FAMEX) — revealed that data on 
the wealth of households are simply 
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not available and that it would be very 
costly to collect this information, 
especially for local markets. 


Alternative model developed 


Because data constraints precluded 
the preferred conceptual model for 
measuring down payment directly, an 
alternative model was devised that 
determines the capacity to save a 
down payment, that is, the extent to 
which households had problems 
saving for a down payment. 

Using CMHC’s existing Mortgage 
Affordability Indicator (MAI) as its 
starting point, this method was 
designed to determine the number of 
months required for a household to 
save a 10 per cent down payment. It 
assumed that the renter household 
sets aside the difference between its 
current rent and 32 per cent of its 
gross income (the maximum qualify- 
ing Gross Debt Service (GDS) Ratio 
used in the MAI). A calculation of 
this difference showed how much 
time would be required to save a 
down payment. 


Testing the model 


One problem in analyzing current 
trends in Canada was the age of the 
data available; the model was using 
1991 Census data. Test runs carried 
out in three CMAs (Halifax, Ottawa, 
and Calgary) found that for the 
majority of renters whose incomes 
meet the current CMHC MAI 
criteria, accumulating a down 
payment was not a significant barrier 
to homeownership. Over 75 per cent 
of renters could save the 10 per cent 
down payment within two years, 
simply by saving the difference 
between their current rent and the 
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32 per cent of income that they would 
need to devote to mortgage 
payments, utilities and taxes once 
they purchased a home. 


Using MAI as a down 
payment affordability 
indicator 


The research revealed that CMHC’s 
MAI can be used as an indirect indica- 
tor of down payment affordability. 
The MAI captures, by CMA, renters 
who have sufficient incomes to pay 
the monthly costs (principal, interest, 
property taxes and heat) of owning a 
starter home. The study conclusively 
shows that a majority of these renters 
can easily save for a down payment; in 
other words, if renters qualify under 
the existing MAI, they can readily 
accumulate a down payment. 

However, the effectiveness of the 
MALT as a down payment indicator is 
diminished at certain times. As mort- 
gage rates go down, the required 
incomes follow, and additional lower- 
income renters can afford under the 
MAI. But after paying their monthly 
rental costs, these less affluent renters 
have less money available to set aside 
for a down payment. Accumulating a 
down payment is much more difficult 
or even impossible for some at these 
lower income levels. As mortgage 
rates decrease, down payment 
affordability becomes more of a 
constraint. 


Need for information on 
down payment affordability 


The housing industry stakeholders 
consulted in this research believed 
that down payment affordability is 
not a serious problem in today’s hous- 
ing market. Since 1992, two programs 
have made it easier for first-time 
buyers to purchase: CMHC’s First 
Home Loan Insurance (FHLI) 
program, which allows down 
payments as low as five per cent, and 
the Home Buyer’s Plan, which allows 
the use of RRSP funds for down 
payments. Industry representatives, 
who might use a down payment 
affordability indicator, cited other 
factors as more of a concern, includ- 
ing the overestimation of down pay- 
ment requirements by many potential 
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buyers and the impact of unstable em- 
ployment on consumer confidence. 
Information on minimum down 
payment values required to purchase 
average starter homes in Canadian 
cities does exist (see Table) and is 
being published here for the first 
time. As shown in the table, under the 
FHLI program, down payments vary 
from a high of $8,531 in Vancouver, to 
$ 2,940 in Chicoutimi. With CMHC’s 
regular insurance, (ten per cent down) 
values are higher — from $ 22,378 in 
Vancouver to $ 6,836 in Trois Riviéres. 


Conclusions 


The report shows that the cost of 
developing a reliable indicator of 
down payment affordability is too 
high. The analysis also highlights that 
there is not a down payment problem, 
but rather a down payment awareness 
problem. In fact, 1996 saw a record 
number of buyers under the First 
Home Loan Insurance program; they 
obviously had the required five per 
cent down payment. 

Paradoxically, a down payment 
affordability indicator would give 
some hard facts on this issue. These in 
turn could help the industry in its 
marketing and, by educating the 
public, could help clear up misconcep- 
tions on minimum down payments 
needed to buy. The required down 
payments shown in the table give one 
side of the equation. The other side 
— the amount of wealth that poten- 
tial first-time buyers actually have 
available for a down payment — 1s 
still unknown.# 


The complete 49-page report, 
Developing a Downpayment 
Affordability Measure: Feasibility Study, 
is available for $14.95 (plus GST and 
shipping). To order, call 1-800-668-2642 
and select Option 1. 
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Minimum 
Down payment values 
Census 7 FHLL Regular | 
Metropolitan (5%) (10%) 
Area (CMA) Swill $ | 
Victoria 8,253 17,210 
Vancouver 8,531 22,378 | 
Calgary 5,316 12,742 | 
Saskatoon 3,703 | 8,885 
Regina 3,152 | 8,006 
“Winnipeg §=ss«(ds“‘ié: «| =s(8, 2868 
Thunder Bay 4,668 | 11,200 
“Sudbury =| 4.617 | 11,818 
Windsor n4093 | 11,597 
‘London 5125 12,552 
587) # 1e198 
‘St. Cathari 4,556 10,709 
Hamilton 5,690 | 14,160 
“Toronto ‘7,570 | 17,305 
Oshawa 5,960 | 14,696 
“Ottawa «=| 5731. *13,265 
Hull 9,711 
~ Montréal 10,100 
Trois-Riviéres 3,012 6,836 
Québec | 3549) a7i5. | 
“Chicoutimi 2,940 6,976 
Saint John |. «d457 7,738 
Halifax 4,356 10,233 
St. John’s 4126 9,025 
Charlottetown 3,156 7,850 
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Based on house prices found in table “Supply 
Affordable to Potential First-Time Buyers”, 
Canadian Housing Markets. 
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Costs and Incomes for Demand Affordability Indicator 


CENSUS 


METROPOLITAN 


AREA (CMA) 


Victoria 
Vancouver 
Edmonton 
Calgary 
Saskatoon 
Regina 
Winnipeg 
Thunder Bay 
Sudbury 
Windsor 
London 
Kitchener 


St. Catharines- 
Niagara 


Hamilton 
Toronto 
Oshawa 
Ottawa 

Hull 

Montréal 
Trois-Rivieéres 
Sherbrooke 
Quebec 


Chicoutimi- 
Jonquiére 


Saint John 
Halifax 
St. John’s 


Charlottetown 


AVERAGE 
STARTER 
HOUSE 
PRICE 


($) 


| JUL.-DEC 


1995 


174,500 
189,900 
102,920 


121,000 


80,444 
81,451 
81,500 


108,500 


112,784 


114,293 


119,422 
129,085 


De 


135,704 
168,412 
142,215 


| 128,946 


i 
| 
i 


| 


94,097 
101,000 
67,681 
81,234 
88,029 


69,985 


78,056 
98,133 
89,804 
75,000 


JUL.-DEC. 
1996 


172,104 


201,888 
108,456 
127,418 


88,851 | 
80,056 | 


82,676 


112,000 


113,175 
115,965 


1W2a;510 


131,983 
107,091 


141,597 
173,046 
146,961 
132,648 
97,109 
101,000 
68,358 
84,825 


87,148 | 


69.757 


17,375 | 


102,327 
90,250 


78,500. 


| Source: Canadian Housing Markets. 


MONTHLY 
MORTGAGE 
COST 
($) 

| JUL-DEC, JUL-DEC. 
1995 1996 | 
4253 4,111 
1,356 1,288 
739 700 
869 823 
578 574 

| 585 517 
| 585 534 
779 723 
810731 
ee 2 749 | 
858 810 
927 852 
798 691 

975 914 
120 117 
| 1,021 949 
926 856 | 
676 627. 

725 652 

486 441 

583 548 

632 563 

503 450 

561 500 

| 705 661 
645 583 

539 507 


MONTHLY 


Note that property taxes do not include rebates that are available in some provinces. 
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ANNUAL 
PROPERTY 
TAXES 
($) 
i JUL-DEC. JUL-DEC. | 
1995 1996 
1,636 1,635 
1,572 1,590 
1,350 1,316 
1,315 1,315 
1,592 1,625 
2,070 2,107 
2339 2,418 
1920 (1 a72 
1558. 1672 
1,660 1,760 
1,665 1,723 
DAZ. 2m 
1,947 1,997 
2,098 2,119 
2,749 2,805 
2.374 AN2B TA 
2,963 2,968 
1,946 1,934 
1,951 1,951 
1,409 1,415 
1,592 1,596 
4970 2,051 
1,532 1,594 
1,160 1,194 
1,366 1,330 
10072 108 
1,405 1,430 


ANNUAL 
HEATING 
COSTS 
($) 
juL-DEC. JULADEC. 
1995 1996 

657s 
4S ABI 
631 «643 

550 561 

644. «630 

625 611 
B19. 795 
1 oF 
878 «858 

684 685 
684 «685 
684685. 
650 «645 
684 —s«685 
650 645 

650 «645 

707 ~~ 701 

| 4,265 1,275 
| i204 1244. 
1315 1,325 
1345 1,355 

| 1,345 1,355 
1395 1,406 
1,063 1,063 
gi2. = «972 
1,155 1,205 
1,043 1,038 


INCOME 


REQUIRED TO 
CARRY HOUSING 
COSTS 


($) 


JUL.-DEC. JUL.-DEC. 


1995 


1996 


TOTAL 
CARRYING 
COSTS 
($) 
“UL-DEC. JUL-DEC. 
1995 1996 
4,444 1,299 
1527 1,458 
904 863 
1,024 979 
764 762, 
810 743 | 
849 801 | 
971 918 
1013 933 
1,016 952 
1,053 1,011 
1,162 1,090 
1,015 912 
1207s 1148 
(1,493 = 1,405 
1,273 1,200 
ees mes Py 
943 894 
991 918 
713 670 
828 793 
908 846 
747 700 
| 746 688 
895 852 
833 775 
743 712 


84,166 


97,262 
33,911 
38,419 
28,654 
30,360 


31,820. 
36,414 


37,990 
38,109 
39,506 
43,566 


38,059 


45,245 


99,983 
47,754 
46,198 
35,381 
37,159 
26,742 
31,058 
34,069 


21,999 


27,972 
33,549 
31,224 
27,848 


48,709 
94,663 
32,379 
36,709 
28,597 
27,874 
30,055 
34,435 
34,995 
35,713 
37,910 
40,875 
34,182 


43,041 
52,673 
45,011 
43,581 
33,536 
34,434 
25,109 
29,799 
31,741 


26,261 


25,786 
31,965 
29,076 
26,714 
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Levies, fees, charges and taxes add up to a 
major effect on housing affordability 


The levies, fees, charges, taxes and transaction costs that must be paid for new homes vary considerably 
across Canada. The variation may be the result of differing house prices due to local market conditions, or 
they may reflect how local development charges and taxes are applied and who installs infrastructure. It is 
important to understand the reasons for this variability. These costs can have a major effect on the 


affordability of new housing. 

he housing industry in 

Canada has long expressed 
concern about the cumulative 
effect of the government and institu- 
tional costs associated with purchas- 
ing anew home. Some of these costs, 
such as development charges, can be 
substantial, and even smaller levies, 
fees, charges and transaction costs can 
add up to a significant amount. These 
costs can have a direct effect on the 
total cost of housing and housing 
affordability. 

A new report, Levies Fees, 
Charges, Taxes and Transaction Costs 
on New Housing, published jointly 
by CMHC and the Canadian Home 
Builders’ Association (CHBA), pro- 
vides estimates of these costs for a 
typical house in 26 municipalities 
across Canada. For the purposes of 
this study, a typical house was defined 
as one whose price is at the first quin- 
tile of house prices for the municipal- 
ity. That is, 20 per cent of the houses 
have lower prices and 80 per cent have 
higher prices. 

The costs are a part of any new 
home purchase. They include local 
municipal charges, such as infrastruc- 
ture charges, land dedications, 
processing fees for development 
applications and building permit and 
plumbing fees; provincial sales taxes; 
new home warranty fees; the Goods 
and Services Tax; and transaction 
costs. Transaction costs are the 
expenses that purchasers of new 
homes face when executing a contract 
to buy a home. They include costs 
related to the purchase of the home 
and acquiring the mortgage, as well as 
costs faced by the builder in the initial 
acquisition of the land and ultimate 
sale to the home buyer. 
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Local charges 


The cost of infrastructure is one of 
the largest single charges facing devel- 
opers in many municipalities and the 
main factor in the variability of local 
charges across the country. Infrastruc- 
ture charges are levied by the munici- 
palities for the installation of services 
such as water and sewer connection 
fees and engineering fees. In Ontario, 
they can also include schools and rec- 
reation facilities. In many municipali- 
ties, infrastructure charges account 
for $10,000 or more, while in others 
they are relatively low—tfrom less 
than $5,000 all the way down to zero. 

Infrastructure charges vary be- 
tween municipalities mainly because 
they have different ways of sharing 
infrastructure costs with developers. 
In most municipalities, developers 
bear the cost of providing infrastruc- 
ture within their subdivisions. How- 
ever, there are significant differences 
in the way the cost of providing infra- 
structure outside the subdivision 1s 
shared between the municipality and 
the developer. In most of Quebec, the 
municipality installs all infrastructure, 
both off-site and on-site. 

These differences can have a major 
effect on the level of municipal 
charges and therefore on housing 
costs. For example, in several munici- 
palities infrastructure costs are fixed, 
regardless of the size of the dwelling. 
Asa result, a larger porportion of the 
cost of smaller homes is for develop- 
ment charges than of larger homes. 

Total local charges range from 
$1,110 in Charlottetown to $23,355 in 
Vaughan. In municipalities where 
local costs are the lowest, developers 
must bear the cost of installing 
internal subdivision services and con- 
nections to municipal trunk services. 
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Provincial taxes 


Provincial sales taxes also add to the 
cost of buying a new house. Except in 
Alberta and the territories, a retail 
sales tax applies to new housing. How- 
ever, in Quebec, the harmonized tax 
applies to the final price of a house. In 
all other provinces, the tax is applied 
on materials used in the construction 
of the house. The effective rate of pro- 
vincial tax depends on two factors: 
the tax rate and the share of the house 
price for materials. Therefore, in mar- 
kets where land is a large component 
of the house price, the effective tax 
rate is lower. For example, in Burnaby, 
where the price of the typical house is 
$479,200, the provincial sales tax is 
only 1.2 per cent of the price, while in 
St.John’s, where the price of the typi- 
cal house is $85,000, the tax amounts 
to 4.9 per cent of the price. 


New home warranty fees 


Most new homes built by the housing 
industry are enrolled in a warranty 
program. The CMHC-CHBA study 
assumes that the builders are eligible 
for the lowest enrollment fees consis- 
tent with the type and price of dwell- 
ing. These fees range from $180 in 
Grande Prairie to $650 in Mississauga 


and Vaughan. 


Federal Goods and Services 
Tax 

The Goods and Services Tax (GST) is 
payable on all new housing in Canada. 
But houses built for home ownership 
whose price is less than $350,000 are 
eligible for a rebate of 36 per cent of 
the GST paid. The rebate diminishes 
to zero ina graduated scale for houses 
priced between $350,000 and 
$450,000. Asa result, the effective 
rate of GST paid on the typical owner- 


continued on next page 
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| 
| 


| occupied home in most municipalities 


is 4.48 per cent of the price of the 


| house. Of the municipalities included 
_ in this study, only in Burnaby does 

_ the typical house attract the full 7 per 
_ cent GST because of the high value of 


the home. St. John’s, with the lowest 
typical house price, has the lowest 


GST payable. 


Transaction costs to home 
purchaser 

Transaction costs include both the 
costs related to the purchase of a 
house and those related to acquiring a 
mortgage. Purchase-related transac- 


| tion costs include surveys, certifi- 


cates, fees for lawyers (notaries in 
Quebec), the land transfer tax and reg- 
istration fees, mortgage insurance and 
other fees. GST applies to all of these. 


Provincial sales taxes apply only in 


| Quebec. Land transfer and registry 


charges vary from $150-165 for the 


| typical house in Alberta to $7,634 in 
| Burnaby. As a proportion of the price 
| of a typical house, land transfer taxes 


and registry fees range from 1.60 per 


cent in Halifax to 0.15 per cent in Yel- 
lowknife. 

Legal fees range from $500 to 
$750, depending on the jurisdiction. 
In this study, legal fees include the 
cost of arranging both the purchase of 
the house and the mortgage. 

Transaction costs related to acquir- 
ing a mortgage include the fee for 
mortgage insurance, which 1s 2.5 per 
cent of the value of the mortgage (as- 
sumed to be 90 per cent of the value 
of the house), the mortgage insurance 
application fee and the mortgage regis- 
tration fee. In total, these expenses 
range from 2.57 per cent of the value 
of the mortgage in Burnaby to 3.27 
per cent in St. John’s. 


Transaction costs to 
developers 

Transaction costs are involved in the 
original sale of the land to the builder 
or developer. These include land trans- 
fer taxes and registry fees, certificates, 
the provision of surveys, and the legal 
fees involved in the sale. Land transfer 
and registry charges are generally 


Total Levies, Fees, Charges, Taxes and Transaction Costs* 


Typical Single-Detached Houses 


higher in municipalities with high 
land costs. 

Transaction costs for developers 
are highest in Burnaby, at $2,630 for 
the typical house. But, because of the 
high price of houses in Burnaby, these 
costs represent a small proportion of 
the total, 0.55 per cent. In St. John’s, 
where the price of the typical house is 
much less than in Burnaby, develop- 
ers’ transaction costs represent almost 
the same proportion, 0.54 per cent. In 
most other municipalities where typi- 
cal house prices are much less than 
the price of the Burnaby house, devel- 
opers’ transaction costs are less than 
0.5 per cent of the price. 


Total transaction costs 

In most municipalities, total transac- 
tion costs represent between 3.5 and 
4.5 per cent of the price of the typical 
house. Halifax has the highest total 
transaction costs as a per cent of the 
price of the typical house, 5.68 per 
cent. House prices are relatively low, 


and there is a high deed transfer tax. 
In Yellowknife, Whitehorse and 


lV picall a ____ Levies, Fees, Charges, Taxes and TransactionCosts ie a Total as 
House Local Transaction Per cent 
_ Municipality == ==—s*~RP rice ($) Charges ($) =-—séPST($) ~—s Warranty ($) == GST($) ss Costs ($) _Total ($) _ of Price 
St. John’s, Nfld. 85,000 1,450 4,129 200 3,808 4,054 13,640 16.0. 
Charlottetown, PE.I. 96,800 1,110 8,894 200 _ 4,387 3,928 43,468 13.9 
Halifax, N.S. 90,000 1,615 3,599 - 200 4,032 5,110 14,557 16.2 
Moncton, N.B. 123,200 1,886 5,316 200 5,519 4,555 17,476 14.2 
Laval, Que. 108,000 14,712 4,687 315 4,838 4,847 29,400 27.2 
Saint-Hubert, Que. 116,400 12,837 5,052 315 5,215 5,170 28,588 - 24.6 
Beauport, Que. 90,000 12,518 3,906 299 4,032 4,302 25,057 27.8 
Gatineau, Que. 102,800 _ 2,253 4,462 315 4,605 4,708 16,343 15.9 
Kanata, Ont. 169,600 17,627 4,958 600 7998. 7,492 38,275 22.6 
Mississauga, Ont. 217,900 19,970 5,735 650 9,762 9,369 45,486 20.9 
Vaughan, Ont. 230,000 287300 6,258 650 10,304 9,759 50,326 21.9 
London, Ont. 129,900 9,387 3,242 550 5,820 6,276 25,274 19.5 
Sudbury, Ont. 110,000 6,653 2,962 550 4,928 — 5,508 20,601 187 
Winnipeg, Man. 117,000 3,790 2,891 200 5,242 4,618 16,740 14.3 
Regina, Sask. 119,000 6,871 3.953 308 6,331 4551 21,014 EG 
Saskatoon, Sask. 107,100 10,503 3,594 308 4,798 4.228 23,431 21,9 
Calgary, Alta. 121,000 5,000 _— 195 5,421 4,387 15,003 12.4 
Edmonton, Alta. 129,500 7,344 _ 195 5,802 4595 17,935 13.8 
Grande Prairie, Alta. 115,000 3,865 — 180 5,152 4,231 13,428 11.7 
Surrey, B.C. 269,900 19,870 5,202 185 12,092 11,321 48,669 18.0 
Burnaby, B.C. 479,200 3,543 5,921 185 33,544 21,906 65,099 13.6 
Saanich, B.C. 281,700 12,518 4,716 185 12,620 12,202 42,241 15.0 
Kelowna, B.C. 154,600 11,850 3,160 185 6,926 6,615 28,736 18.6 
Prince George, B.C. 164,000 3,116 3,881 185 7,347 6,830 21,360 13.0 
Whitehorse, YT. 145,000 4,250 — 185 6,496 5,256 16,187 11.2 
Yellowknife, N.W.T. 165,000 1,341 — — 7,392 5,604 14,337 8.7 


*Figures may not add due to rounding 
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Alberta municipalities, where there 
are no land transfer taxes and the 
registry fees are low, total transaction 
costs are 3.40-3.68 per cent of the 
house price. 

Total transaction costs range from 
a low of $3,928 in Charlottetown to a 
high of $21,906 in Burnaby, reflecting 
relative house prices and land transfer 
taxes. Total transaction costs for typi- 
cal row dwellings are lower because 
their lower prices lead to lower land 
transfer taxes, registry fees and 
smaller mortgages. 


Total levies, fees, charges, 
taxes and transaction costs 


The report presents a clear picture of 
the significant variation in cumulative 
levies, fees, charges, taxes and transac- 
tion costs across the country. 

As the table indicates, Burnaby has 
the highest total levies, fees, charges, 
taxes and transaction costs, at just 
over $65,000 for the average house. 
However, the total costs are only 13.6 
per cent of the price in Burnaby, well 
below the range of 24.6-27.8 per cent 
in Beauport, Laval and Saint-Hubert. 
In these Quebec communities, local 
charges constitute a higher propor- 
tion of the total cost of the house 
than might be expected because 
municipalities install internal and 
external subdivision services and 
because provincial sales taxes are 
higher than in some other provinces. 

The estimates provided in the 
report confirm that the costs required 
for developing, building and purchas- 
ing a modest new house are signifi- 
cant. Some costs associated with 
regulations and policies have not been 
included in the study. These include 
the costs involved in land develop- 
ment approvals, building and land 
development requirements and pay- 
ments to electric and gas utilities. 
Although less quantifiable than levies, 
fees, charges, taxes and transaction 
costs, these costs can nonetheless be 
substantial. 


The full report, by Greg Lampert and 


Mark Denhez, is available from the 
Canadian Housing Information Centre 
at (613) 748-2367. 
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HOUSING MARKET 
OUTLOOK 


Your Informative Source 


Now you can get an insightful report that provides 
analyses and forecasts of the most recent movements in 
the resale and new housing markets in more than 26 
major urban centres. 


Housing Market Outlook \ooks at market 

_ trends, including local MLS activity, average prices 
ratios comparing sale prices and list prices, factors 
affecting the local economy forecasts for housing starts 
and new home prices, sales levels, and mortgage rates. 


Housing Market Outlook — available three 
times per year in larger urban centres and two times per 
year in smaller urban centres. 


In Canada call 1-800-668-2642, or fax 1-800-245-9274 for 
subscriptions. For international orders call (613) 748-2003, or fax 
(613) 748-2016. We accept VISA MasterCard or American Express 
cards. Many market analysis publications are now available on the 
Internet through the Canadian Housing Market Online Service 
(CHMOS). Find out how to use this timely service by calling 
1-888-246-6763. 


Canadian Housing Markets is a quarterly publication featuring CMHC’s affordability indicators and housing 
forecasts semi-annually. The affordability indicators and the housing forecasts are based on the expertise 
of local market analysts across the country. 

The national contributors are Greg Goy, Dan Guerrette, David Dallaire and Bruno Duhamel. Comments and 
requests for additional information may be referred to Greg Goy, Manager, Local Market Analysis, Market 
Analysis Centre, Canada Mortgage and Housing Corporation, Ottawa. Tel.: (613) 748-2582. 

Internet: ggoy@cmhc.e-mail.com 


To subscribe: in Canada, call 1-800-668-2642, fax 1-800-245-9274; outside Canada, call 
1-613-748-2003, fax 1-613-748-2016, or mail your order form to CMHC Information Products, 
700 Montréal Road, Suite 1000, Ottawa, ON K1A OP7. 


Annual subscription (four issues) $44 + GST Catalogue No. CHMSE 
Single issue $11 + GST Catalogue No. CHME1 


To receive your subscription over the Internet, contact the Canadian Housing Markets Online Service 
(CHMOS) at 1-888-246-6763 or visit our “House Page” at http://www.chmos-sd-mloc.ceds.com. $25.00 
per issue 

Cette publication est aussi disponible en frangais sous le titre Marches de Il’habitation canadiens 
Numéro de catalogue CHMSF 
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CMHC offers a wide range of housing-related information. For details, contact your local CMHC office. 
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Coming soon ! 


Canada Mortgage and Housing Corporation (CMHC) will be launching an exciting new 
software product in April 1997 called AffordAbility. 


The Windows-based, PC-compatible program is a tool that allows consumers to 
analyse a number of home-purchase, mortgage-renewal and renovation-loan scenarios 
in a user-friendly and relaxed environment. 


Six main functions of AffordAbility 


> Personal Financial Situation — helps identify your financial position 
before and after a home purchase, mortgage renewal or renovation loan 


>» AffordAbility — calculates the price you can afford, the income you 
need to qualify, and how much mortgage your rent will carry — all using 
new lending criteria now being used by lenders across Canada. 


> RenewAbility — simulates all your options for mortgage renewal 
> RenoAblity — calculates the renovation loan you can afford 
» Amortization — provides easy-to-understand amortization tables 


» Closing Costs — helps plan for all the expenses you will incur on 
closing 


The program helps consumers understand the implications of different financing and 
amortization options before they are faced with the real decision. Lenders, realtors, 
builders and renovators can use the program to attract customers and build long-term 
relationships. Distribution arrangements are also available from CMHC. 


If you would like to be one of the first to receive AffordAbility at the introductory price of $29.95, (plus 
taxes and shipping), call 1-800-668-2642 or fax your order to 1-800-254-9277. For information on how 
your company can become a distributor of the program, call Greg Goy, of CMHC’s Market Analysis 
Centre, at 613-748-2582 


CANADA 


MASS 
a MS 


FORECAST HIGHLIGHTS 


@ Higher starts will be led by 
more custom-built housing 
demand. The increase in 
total starts will be almost 
15 per cent in 1997, after 
increasing by 14 per cent 
in 1996. Centres with the 
highest growth single 
activity will be Hamilton, 
Trois-Riviéres, Toronto, 
Edmonton and Chicoutimi. 


Sales of existing homes 
will increase for a second 
year in a row, close to 

5 per cent over 1996. 
Centres with the highest 


increase in resales will be 
Kitchener, Hamilton, 
Edmonton, Ottawa and 
St. Catharines. 


Single housing starts in 
Calgary will be ahead of 
Montréal and surprisingly 
in front of Vancouver by 
approximately 600 units in 
1997. 


Employment will be up in 
24 of the 27 major centres 
in Canada in 1997, by an 
average increase of 1.8 per 
cent. At 5.6 per cent, 
growth in Calgary will lead 
the country. 


Canada 
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Predicted housing strength for 1997 
— on track ! 


In our fourth quarter issue, CMHC predicted that local housing markets in 1997 would 
maintain the gains of 1996. It now seems clear that the actual level of activity will exceed 
our initial optimism. Total starts in all major urban centres combined will increase twice as 
fast in 1997 as forecast at the end of 1996, 14.9 per cent instead of 7 per cent. Resales will 
increase by 4.5 per cent up from 3 per cent initially forecast for 1997. 


any major centres are 

predicted to continue to 

do well in 1997, as 
housing gains from last year 
strengthen. This year is on track 
for a very good performance. 
Builders, realtors and lenders will 
benefit from continued increases. 

Total starts of all house types 
will grow by close to 15 per cent, 
and this growth will be shared by 
19 of the 27 major urban centres. 
Resales, increasing by almost 5 per 
cent, will maintain the important 
gains (23.6 per cent) registered in 
1996. The sale of existing homes 
will be positive in 17 of the 27 
major centres 
Enthusiastic repeat buyers 

strengthening the resale market 
since the second half of 1995 have 
now given strength to the new 
housing market. This bears out 
our prediction in the fourth quar- 
ter 1996 issue, and we now expect 
activity in 1997 to be even higher 
than foreseen earlier. Consumer 
confidence will continue to 
strengthen in most centres as 
interest rates stay relatively low 
and as employment continues to 
improve, particularly for the 
younger work force. An abundant 
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supply of affordable housing in 
many centres is also contributing 
to higher resale levels. The expan- 
sion of the new housing market 
will continue, notably in custom- 
built single-detached homes. 
Employment gains are expected 
in 24 of Canada’s major markets, 
with an average increase of 1.8 per 
cent. This will sustain consumer 
confidence and stimulate the 
housing market, especially as some 
price growth can also be expected. 


Repeat buyers spark higher | 
than expected new 
construction 


Repeat buyers will be active in | 
1997. One indicator of this is | 
single housing starts, which will 
increase in 22 major centres across 
the country. An overall increase in 
single starts of 17 per cent is 
expected after an increase of 
slightly more than 25 per cent in 
1996. 

Riding the crest of sustained 
activity, single starts promise to 
join resale markets, which have 
been strong since the second half 
of 1995. Singles will comprise a 
large portion of the total in many 
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| | | | 3 UNIT + 
| | NEW AVERAGE | APT. 
| | | HOUSE SINGLE SINGLE “STRUCTURE 
CENSUS | PRICE NEW NUMBER MLS VACANCY 
YR/YR | TOTAL | YR/YR INDEX | SINGLE  YR/YR | HOUSE  YR/YR | OFMLS* | YR/YR AVERAGE | YR/YR RATES 
METROPOLITAN TOTAL | % | HOUSING | % % | HOUSING |  % PRICE % SALES % PRICE % | OCTOBER 
AREAS (CMA) EMPLOYMENT CHG — STARTS | CHG CHG | STARTS CHG $ CHG (RES.) CHG Sah CHE Ss 
Victoria «=ss«‘é995~='«<s‘é‘i4«=OO 86 | 318,500 35,50 . 
1996 | 145.200; 08/ 1,14 9,( 31,148 
| ' qWoore*| 147400) 15) 1 315, 233,000 


405,432 
(387,891 
6.6 380,000 


~ | 527,060 | 
509,323 -3.4 
520,000 2.1 
ie 


Vancouver 1995 909,000 
1996 | 925,000 | 
1997**| 943,500 

Edmonton 1995 453,000 

| 196 


cae ae 


—4997"* 161, 00¢ 4 122,000 | | 
Calgary 1995 | 427,000 180,220 1132,151 | ge 
1998 448,000 175,901 -2.4 134,318 | 16] 15 


4997** 473,000 183,000 9 | 141,000 | | 1.0 


Saskatoon 1995 106,400 1.0 
4996 «108,400 1 | 4| 83,192t| 50] 07 

- 4997**, 109,100 640 (0.8 142,276 3.0) 3450/27 88,600 | 125) 10) 
Foun 1995 98,900. | 311] [144,739] ~3= || 2.588 76,629t nen 22 
1996 | 101,000; 21| 434) 170] 29)  362| 164/133,282) -79| 3,099] 197| 76,5g0t| -0.1 1.9 

1997** 103,000 | 135,000, 1.3| 2,950) -48/ 78,000t/ 18, 17 

Winnipeg 1995 «343,300, 153,603, 0 iy | O26 ee 64 
ie ae 145,455 53) 60 
-t997** 350,600 3 150,000 | 88,700 | 5.8 

Thunder Bay 1995 | 63,900 183,488 110,887 6.2 
1996 61,800 183,740 47 {12723 eee 6 

1997**| 62,100 184,660 4.0|115,203 | 22| 5.6 


2 as) ee 
147,821; 13} 2177) 263 


Sudbury 1995.‘ 78,250 | 
108,133 | -5.0, 6.8 


“1996 73800 


| 1997** 80,000 sO. 147,000} -0.8| 2,175| -0.1 109,000 | 08 6.5 
Windsor 1995 126,800 | 187,265 | 4,587 | 117,361 Pee 

| 1996 | 134,100 194,153| -1.7| 5,171| 127]121088 | 32] 28 
| 1997", 137,000 | | 15.0 189,000) 26| 5,300, 25 /125,000 | 32, 30 
London «1995 -|~—«207,900, 10) 1 er) are) 205,976 | «5,397 127,167 43 
1996 | 203,800, -20/ 1,304| 372| -11| 804] 389/ 185,768) -98| 6770| 254|127,261 | 01] 60 

1997** 205,800, 1.0 1,500 76 15, 940| 169 180,000) -31| 6400, -55 (128500 10, 60 

Kitchener 1995 «204,600, = (,108 07} 759) ‘| 178,079 3,467 135,574 2.2 
1996 203,500 05 1,968) 781 -O.1 1,339 76.4/ 176,445, -09/ 4,666 346 134699 -05/ 18 

1g97** 204,000, 0.2) 2100 67 14, 1,450 83|175,000 -08| 5500 179 138000 / 23 20 

St. Catharines- 1995 | 199,600 | 898 4.0| 565 172,238 | 2,304 122,328 5.2 
Niagara © 1996.-~«=««*N64,900 «33/985. «108s 1.0 «Ss GB8| 18.2 182,840/ 6.2) 2866 197 122662 05 56 
ygo7** 168,400 21, 1,135 141) 20) 800) 198/ 183,000, O01) 3,150) 99 122250 05 50 

Hamilton 1995 «312,000, 2,001 4.2, 1,057, | 208,796 7,736 141,128 21 
196 | 309,000) -1.0/ 2642 320, -09) 1,472) 393) 210.247 07) 10,204) 322 /142267 | 08 22 

1997**, 310,000 03 3,200, 211, 13, 2,000, 35.9/ 214000 18) 11,700 144 152000 68 20 
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Local Housing Market Indicators (cont'd) 


3 UNIT + 
| AVERAGE | | APT. 
SINGLE SINGLE | STRUCTURE 
CENSUS | NEW NUMBER MLS | VACANCY 
METROPOUTAN | soy | YA | Ferre ae ee ae Bie aa a 
AREAS (CMA) EMPLOYMENT CHG | STARTS — STARTS | CHG $ | cHe (RES.) CHG $ CHG % 
“pronto 2,123, 16,325 9] 6879 | = ).306,738 . gee78. | [o03.08t | maha tg 
10,152| 47.6 298,723 -26/ 55,779 | 420 198,150t| 24) 12 
1 ey 310,000 | 58,000 | 4.0 207,000t 45 1.6 
127,600 1,035 ene NA | NA 27 
1996 129,600 17.5 1,216 | 17.5 | 183,340) -08) NA NA Fo ae 
132,000 | 19.2| 188,000, 25) NA | | NA 3.8 
0, ire | eas 152,569 | Re 88 
3, 3 189,980 -126 8648 33.4 te Ab) Ag 
o 7  ioore*| 401.500 5 ne 13) 9660 | 11.7 152,500 | 16 | 4.0 
Hull 1995 | 129,300 130,335 1,243 102,6108 8.3 
1996 | 131,000 128,000 -18) 1,766 © 42.1 98,2398 -43) 7.7 
1997**, 132,000 125,000 -23) 1,800 1.9 98,000§  -0.2 7.0 
© 4905 | Oe | 16.25 | ee (> 62 
2 134,492 | “49 | 21816 | 345 (111,989 | 1.9 57 
 egre | 134,000) -04/ 21,600 | -1.0 112000 | 00, 54 
Trois-Rivires 1995 63,000 96,100 | 674 | 71,900 | 7.2 
1996 63,000 | 90970! -63/ 853 | 266| 75,700 53| 80 
1997** 94,900] 43] 800 | -6.2} 78000 | 3.0 8.2 
199 ee | re | . 81,400. | [oe G2 
.9 104800) -6.8) 903 | 191| 84800 42) 66 
oo Aer BG 3.6 105,800 1.0 980 | 85 88,000 | 38, 70 
Québec 1995 | 316,300 97,600 | | 3,650 | | 85,032 _ | ee G0 
1996 324,800 96,200) -14) 4,763 | 305 84870 | -0.2 6.5 
1997** 96,200 0.0 4,550 -4.5| 85,250 04 6.8 
05 ab iee, 00 aan | [60 
37 | 42.8 e521 36/1393 | 142/ 72800 | 25) 54 
ere de an se 0/224 83,000 24| 1,400t| 05/ 73500 | 10| 54 
Saint John —-1995 59,300 267 ens sine 5 | | 108,968 | 908 | 88,581 9.1 
| 113,167} 3.9] 1,152 | 269] 86,875 | -1.9 9.0 
116,500} 29] 1,050 | -89/ 88000 | 13] 90 
| 126,400 | 4,382 ie a 77 
5 127,500 09) 5,442 242 105,869 | 100} 87 
- 134,000, 5.1 4800 | -11.8 109,000 | 30; 81 
St. John’s | 121,500 1,572 89,655 / 10.8 
1996 78,300. 344} -14| 524] 67.9] 117,500! -3.3/ 1,915 | 218| 94142 | 50| 154 
1997** 77,800 | -26] 15] 500) -46/120,000/ 21] 2075 | 84] 95,000 | 09] 155 
Charlottetown 1995 : Be tag 114,000 ee | | 95,800 | Terag se 
| Po jeg | 26000) 15) 265) 550] =| «(209 5371123200) 82| 72 | 544] 97,700 | 20) 4.0 
/ 19978) 24,600 | 5) 20) ob? 2101 -8.3 1120000) -2.7 340 | 8.6 97,000 | or 5.5 
ALL 1995 8,779,180 69,850 | | 35,255, | (175,906 4.3 
METRO 1996 | 8,906,125) 1.4 79,679 141 | 44,181 | 25.3 | 217,467 | 23.6 43 
AREAS 1997** 9,063,575 | 18/ 91,517 149) | 51,790] 17.2 | 227,336 | 4.5 4.2 
* Multiple Listing Service (MLS) is a registered certification mark t Average MLS price. 
owned by The Canadian Real Estate Association. ¢ Sales data is from TEELA. 
** 1997 values are CMHC forecasts. § Singles and semi-detached. 


| SOURCES: CMHC, Statistics Canada and local real estate boards. 
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continued from page I centres, and, 
as a proportion of starts in all ma- 
jor centres combined, will make 

| up 57 per cent of this year’s total, 
in contrast to 50 per cent as re- 
cently as 1995. 

Overall, total starts will increase 

by almost 15 per cent in 1997 after 

_ increasing by around 14 per cent 
in 1996. In total, 19 centres will 


| see starts of all types of homes 


increase. In many centres where 
total starts will decrease, the drop 
will be a correction from very high 


| levels of activity in 1996. 


Single housing starts in 1997 


_ will rise the most (by more than 
| 20 per cent) in Hamilton, Trois- 
| Riviéres, Toronto, Edmonton and 


Chicoutimi. They will grow by 22 
per cent in Chicoutimi for a total 
of 290 units. This increase is not 


| only the result of reconstruction 
_ after the floods of last summer, 


but also due to the very low 


_ historical level of 1996. 


In Hamilton, the strength of 
the resale market finally influ- 
enced single housing construction 
positively. More and more repeat 


ON TIME, ON TARGET, ON- 


buyers are choosing custom-built 
new homes. Single starts will total 
2,000 units, representing an 
increase of 36 per cent over 1996 
activity. 

In Trois-Riviéres, single starts 
will rebound for the second 
straight year in 1997, increasing 
almost 35 per cent after improving 
by nearly 6 per cent in 1996. The 
resurgence in the new singles 
market is due to a combination of 
increasing consumer interest and 
low levels of activity in the past 
few years. 

As in other markets, sales of 
new singles in Toronto are closely 
linked to a tight resale market. 
This market has become 
tighter,with sales growing faster 
than listings, since the beginning 
of the second half of 1996. As this 
trend continues, new singles 
become increasingly attractive as a 
substitute for existing homes. 

In Edmonton, buyers will again 
demand more singles because 
lower inventories of resale homes 
in the more popular areas and 
price ranges will combine with low 


Highlights of 1997 Forecast 
Percentage Change i in Annual Single 
head Starts: 1996-1997 — 


Top Five % Bottom Five %. 
Hamilton 35.9 ‘Halifax = -16.0 
4 Windsor — : 


Trois-Rivieres - 


Toronto — 83. 0 Charlottetown 


2 A St aha’ < 


inventories of new homes. Single 
starts are expected to reach 3,700 
units in 1997, for an increase of 26 
per cent over 1996. 

Single starts will decline in 
some centres, almost invariably 
because of high levels of activity in 
1996. These centres are expected | 
to be Halifax (-16.0), Windsor 
(-15.0), Charlottetown (-8.3), 
Saint John (-7.8) and St. John’s 
(-4.6). 

In Halifax, single starts will be 
affected by the general slowdown 
in housing construction. The 
buying spree of recent months 
ended when the Provincial Sales 


continued on next page 
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Canada Mortgage and Housing Corporation’s (CMHC’s) Market Analysis Centre produces quarterly national reports that give a 


comprehensive view of the Canadian housing industry with information you can build on. 


The quarterly National Housing Outlook delivers 
Canada’s most significant assessment of future housing 
markets, as well as two-year national and provincial resale 
house prices, housing starts, vacancy rates and projections 
for key housing markets and economic indicators. The fall 
issue also contains a special Renovation Outlook 
section. A companion to the National Housing Outlook 
is Housing Facts, a monthly fax service providing 
just-released housing statistics and other information critical 


to the industry. 


Mortgage Market Trends provides information on 
development in markets, nationally and provincially. It is an 
important source for detailed analysis and timely information 
on the primary and secondary mortgage markets for lenders 
and the housing industry. Mortgage Market Trends 
features market-share information, mortgage-backed 
securities activity, mortgage rate movements, opinions on 
mortgage financing trends from experts in the private and 
public sectors, and much more. 


Call 1-800-668-2642, or fax 1-800-245-9274. We accept VISA, MasterCard or American Express cards. Some market 
analysis publications are available through the Canadian Housing Market Online Service (CHMOS) on the Internet. Find out how to 
use this source of timely information by calling 1-888-246-6763. 


Subscribe to CMHC’s market analysis publications — it’s like having your own market consultant! 
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An inside look 
at the Calgary 
situation 


What happened to 
listings this winter? 


“This winter, with the return of consumer 
confidence and low mortgage rates, 
resale volumes reached new highs while 
the number of new listings declined,” 
according to Senior Analyst Karla Spilstead 
in the spring Calgary Housing Market 
Outlook. 


A declining number of listings at this stage 
in the cycle is surprising for two reasons. 
First, with the spring season approaching, 


the number of listings is usually on the rise. 
Second, strong resale demand, which 


Calgary has been experiencing since the 
beginning of 1997, usually encourages 
potential move-up buyers to list their 
homes because they are more likely to sell. 


There may be many reasons for the 
shortage of listings. Perhaps as the market 
is going up, more people are listing their 
home with only one realtor (exclusive 
listings) and thus leaving some of the 


information out of the MLS system. Private - 


sales, encouraged by a more active 
_ market, may also be taking place. Still other 
home owners may be holding off selling, 
preferring instead to renovate. Data for this 
hypothesis will be available only later. 


One should not forget that the market was 
very strong in 1996, well above traditional 
levels of activity. Many home owners who 
wanted to sell may have done so already. 
This would explain the strength in 
custom-built single homes since 1996. 


The last element may be that home owners 
are more conservative than in the past. The 
existence of an active resale market is not 
enough to convince them to sell their home 
and move up. 


In spite of the elements above, CMHC’s 
Calgary office expects listings to increase 
in late spring, as more people decide to list 
their house for sale in light of rising average 
prices. Overall sales in 1997 are forecast 
to reach 19,000 units, an advance of 7.0 
per cent over 1996. Average prices are 
expected to be 5 per cent higher in 1997.m 


CANADIAN 
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Tax rebate program ended just 
before the introduction of the new 
harmonized sales tax (HST) on 
April 1. 

After a record 1,629 single- 
detached starts in 1996, new single 
starts in Windsor will fall 15 per 
cent to 1,385 units in 1997. This 
level of construction will still 
result in the third best year for 
single starts in the Windsor area. 
Rising material costs and prices 
will combine with slightly higher 
interest rates to lessen affordabil- 
ity modestly and thus lower new 
home demand in 1997. 

The outlook for single- 
detached homes in Charlottetown 
in 1997 points to a slight decrease 
from 1996. Although mortgage 
rates and the presence of potential 
move-up buyers are positive fac- 
tors, the economy will be on hold 
in 1997 as a number of large scale 
employers fold operations on PEI. 
The end of CN Marine and the 
Confederation Bridge construc- 
tion in June will affect Charlotte- 
town, dampening consumer 
confidence and postponing build- 
ing plans for some. 

In Saint John, the continually 
growing number of existing 
homes on the market provides 
attractive alternatives for many 
new home buyers. The anticipated 
winter rally in activity in advance 
of the HST did not occur. Single- 
family construction will settle 
back to 200 units this year. 
Although there is still some pent- 
up demand for modestly priced 
homes, the combination of rising 
mortgage rates, the HST, anda 
soft job market will make many 
buyers wait before considering the 
purchase of a new home. 

In St. John’s, home building 
will be suppressed this year be 
increased competition from the 
existing home market due to 
perceived higher costs associated 
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with the new HST and a reduction 
in housing requirements. 


Southern Ontario centres 
lead resale market 


Resales are expected to edge up 
approximately by 5 per cent in 
1997 after substantial growth of 
almost 24 per cent in 1996. This 
increase, higher than our initial 
forecast of 3 per cent growth for 
resales in 1997, will occur in 17 of 
the 27 major centres. Resales 
increased in 26 centres in 1996. 

Resales will increase the most in 
the southern part of Ontario, in 
Kitchener (up by almost 18 per 
cent), Hamilton (14.4) and 
St.Catharines (9.9). Ottawa 
resales will increase by almost 12 
per cent. The only non-Ontario 
location in the top five markets 
will be Edmonton, with an 
increase of more than 12 per cent. 

Edmonton will rebound for the 
second consecutive year, after the 
strongest year of growth since 
1985. With brighter economic 
prospects, in-migration will boost | 
MIS sales again, to 13,000 residen- 
tial units. | 

In Kitchener, the employment 
losses that have occurred recently 
have been confined largely to 
workers over the age of 45. 
Employment gains have strength- 
ened the confidence of prime 
home buyers between 25 and 44. 

The Hamilton market will 
begin to favour sellers in 1997. 
Sales are expected to rise 14 per 
cent to 11,700 residential units. In 
spite of recent employment 
growth in the 25-to-44 age group, 
low interest rates will sustain hous- 
ing activity growth. The 25-to-44 
age group Is key to starter and 
repeat buying activity. 

The Ottawa existing home mar- 
ket will also pick up substantially 
(11.7 per cent) in 1997. Low inter- 
est rates, affordable house prices 
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How does Canadian housing compare 
Better in many areas 


The quality of Canada’s housing in many respects exceeds that found anywhere else in the 
industrial world. The Canadian housing industry has achieved this distinction despite the 
challenge of our difficult and expensive northern climate and the rapid rate of population growth. 


internationally? — 


or the size of the country’s 

GDP Canada has one of 

the most important hous- 
ing construction sectors in the 
world. A recent comparison of 


_ countries by the U.S. National 


_ Association of Home Builders 
| (NAHB) shows that Canadians 
dedicate about 6.8 per cent of 
their gross domestic product to 


_ residential construction. This 1s 
_ much higher than other western 


industrial countries, most of 
which dedicate about five per cent 


_ or less (see graph). 


With its high rate of market 
growth, Canada spends a great 


deal on home building, repair and 
renovation. This is partly because 
heating and insulating against 
snow and cold are costly; in addi- 
tion, Canadian consumers have 
high expectations and Canadian 
households have been growing 
rapidly. In return for this expense, 
however, Canadians have built up 
a housing stock of above-average 
quality. 


Youthful buyers and 
immigrants fuel growth 


Canada has one of the fastest 
population and household growth 
rates among industrialized 


Share of GDP Dedicated to Residential Construction 


% Average 1991-94 


Canada 
France 
Netherlands 
Spain 
Japan 
Australia 
USA 

UK 


Germany 


Source: National Association of Home Builders(USA) Housing Economics, Dan Mercer, International 
Comparison of Housing Markets, December 1995 


countries. Its population growth 
of 1.45 per cent per year in the 
early nineties was surpassed only 
by Australia at 1.48 per cent. 
Canada’s household growth rate 
between 1975 and 1994 was 2.65 
per cent, just behind Australia at 
ola Der cent: 

Rapid household growth can be 
expected in a country with a rela- 
tively youthful population and 
high rate of immigration. The 
median age of Canadians in 1991, 
31.7, compared with 33.4 in the 
U.S., meant that Canada had 
proportionally more people at the 
age when most people leave their 
parental home. And Canada’s high 
immigration now accounts for 
most of the household growth in 
the largest Canadian cities — 
Toronto, Montréal and Vancouver. 


Replacements and second 
homes push up demand in 
other countries 


While demographic factors and 
immigration have kept Canadian 
home construction in high gear, 

the housing sector in other 
countries has been propelled by 

the need to replace homes 
demolished or converted to other 
purposes. In continued on next page 


A Comparison of International Housing Demand Factors 


Housing starts (000s) - 
% Population growth — annual 1991-94 
Household growth — avg. annual 1975-94 
Median age of population 

% Of starts needed for removals 1991-94 
% Annual household mobility 1991 


-avg. annual 1991-94 


i 


___ Canada __USA | Australia | _ 8 
158 1,240 158 
1.45 1.08 1.48 
2.65 17o—té“‘C KA 
317 4. #8=8=68hh 
6 9.—=—ié~¥g&¢ 
18.0 2 


Netherlands France) UK 
90 281 176 

0.72 05 0.32 

2.09 0.95 0.41 

_ 877 38.1 38.8 

; : 12 45 ic 
Ga 9.4 9.6 


Source: Data compiled by the National Association of Home Builders (USA) Housing Economics, Dan Mercer, International Comparison of Housing Markets, 
December 1995 
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Japan, for example, half of recent 
housing starts went into replacing 
removed dwellings. This drove up 
Japanese starts to a phenomenal 
1.46 million yearly in the early 
nineties. 

Japan has had to replace re- 
moved housing mainly because of 
the country’s rapid growth and 
redevelopment and its crowded 
cities. Existing homes are often 
demolished because a site is more 
valuable if it is used for non- 
housing purposes or built to a 
higher density, or because a 
building can gain value if it is 
converted to non-housing uses. 

Canada does not have to 
construct many houses to replace 
removed housing. This is partly 
because of the high quality of 
Canadian housing (see next sec- 
tion), and because most Canadian 
cities have more space for expan- 
sion and growth than Japanese and 
European cities. Only six per cent 
of new Canadian units in the early 
nineties were required to replace 
removed homes. By contrast, 
between 10 and 20 per cent of new 
dwellings were needed for replace- 
ment in the U.S., Netherlands, 
France and Australia. Surprisingly, 
the building space in many major 
Australian cities is limited because 


the cities are hemmed in by 
mountains and the ocean. 

Local housing preferences also 
affect the need for replacement 
housing. Spain, Germany and 
Britain, for example, had replace- 
ment requirements on a par with 
Canada’s. In some cases, this 
appears to be due to a low 
tolerance for the removal of 
existing housing. 

Home-building rates in some 
countries are raised by the need 
for second homes. While house- 
hold growth in both Spain and 
France is below 1.0 per cent, their 
demand levels have been aug- 
mented slightly by the second- 
home market. In Spain, 16 per 
cent of the existing stock of dwell- 
ings serves as second homes, and 
in France the proportion is 10 per 
cent. In Canada, second homes 
constitute only six per cent of 
total stock; in the U.S., it is five 
per cent. 


Canada: Above-average 
quality, uncrowded housing 


Differences in the way data 1s 
collected and in perceptions of 
quality across countries make 
international comparisons 
difficult. However, a few broadly 
accepted quantifiable measures 


like space, crowding and basic 
plumbing facilities indicate that 
Canadians have above-average 
housing quality. The high 
expectations that Canadians have 
developed may be another factor 
behind Canada’s large housing 
construction sector. 

Canadians have the least 
crowded housing based on the 
average number of persons per 
room, estimated at 0.44. This is 
slightly less crowded than the U.S. 
(0.47), and considerably less 
crowded than Japan (0.62) and 
France (0.64). 

Also, average home size is only 
slightly smaller in Canada than in 
the U.S., which has the largest 
homes among industrial countries. 
Dwelling sizes average about 122 
m2? in Canada and 125 m? in the 
U.S. At 162 m2, the U.S. hada 
commanding lead in the average 
size of single-family homes, with 
Canada second at 139 m? (see 


table). On the other hand, Canadi- | 


ans appear to have larger multiple 
units — they averaged 102 m’, 
well above 79 m? in the U.S. 
Average dwelling sizes are 
about 95 m? in the Netherlands, 
Japan, Spain and Germany, and 
slightly smaller in France and the 
U.K., where housing tends to be 
older. 


Netherlands France 
97 65 | 83 
107 98 85 
74 70 75 
22 35 40 
‘Personsperroom  sti(és 0.55 0.64 0.54 
%Occupaney. 97 82 95 
—%O0wned = 57 54 66 
- % Single-family 69 56 77 
_ % With running water 98.7 99.7 100 
- % With flush toilets - 971 93.3 98.4 
Pa wah banat 974 98.5 92.4 98.2 


December 1995 


* Revised from original table. 


Source: Data compiled by the National Association of Home Builders (USA) Housing Economics, Dan Mercer, International Comparison of Housing Markets, 
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Western Germany appears to 
have the highest percentage of 
homes with running water, flush 
toilets, and baths or showers. All 

_ the other countries surveyed 
appear to be ona par with each 

_ other, except for Spain and Japan, 

_ which are lower. 


_We own fewer homes — 
but we’re catching up 


| While Canada has above-average 
housing quality, it has a lower 

_ percentage of owner-occupants 

| than the U.S. and Australia. All 

_ three of these countries have a 

_ history of higher ownership rates 

_ than European countries.! What 


sets Canada apart from the U.S. 
and Australia is its younger 
population. This is important 
because younger adults are less 
likely to own homes, as many of 
them are still saving for down 
payments. 

About 62 per cent of Canadians 
owned homes in 1992, in contrast 
to 65 per cent in the U.S. and 67 
per cent in Australia. But home 
ownership rates in Canada have 
been rising. By 1996, the propor- 
tion of owned dwellings had 
jumped to 64 per cent, aided by 
two government programs that 
eased down payment burdens. 
One allowed renters to put as 


June 1, 1997 


marks the 


10th anniversary 


of CMHC’s Market 
Analysis Centre 


Our Market Analysis staff would like to 


thank our valued subscribers for their 


business over the past ten years 
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little as five per cent down ona 
house, and the second allowed 
first-time buyers to apply 
registered retirement funds 
toward a down payment. 

Overall, Canadians have come a 
long way since 1981, when most 
adult baby boomers were still 
renters and only 56.6 per cent of 
Canadian householders were 
owners. 


Canadians are the most 
mobile people in the world 


Canadians, Americans and 
Australians are about twice as 
mobile as the Europeans and 
Japanese. About 18 per cent of 
Canadians moved during 1991, 
compared with 16.2 per cent of 
residents in the U.S. and about 9.5 
per cent in the U.K., Japan and 
Prances 

Mobility is highest in Canada 
because of the relative youth of 
the country’s population and the 
higher-than-average proportion of 
renters. Young renters are more 
mobile than older home-owners. 

A more mobile population also 
bodes well for the housing indus- 
try because it generates more 
demand for housing services, such 
as real estate sales and property 
management. 


Canadians get good value 


This international comparison 
illustrates the importance of 
housing to Canadians. On the 
whole, residential construction is 
more important to our economy 
than to any other country in this 
study and we can boast national 
housing quality that 1s above 
average.™ 


1 However, it is interesting to note that the U.K. 
has a level of home ownership considerably 
higher than its European neighbours. This is 
because a number of units formerly in the pub- 
lic domain were sold off in a government lease- 
to-own scheme in the 1980s. 
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Flexible and adaptable housing design concept 


means new market opportunities for home builders 


he use of the home is 
changing, rapidly, dramati- 
cally and profoundly. 


Typical of today’s changes is the 


move to home-based employment, 


with its new demands on housing 
design. 

But even households that use 
their homes exclusively as living 
spaces are looking at housing 
differently. Household size is 
shrinking. There are more single- 
parent households. Young, ener- 
getic two-income families living at 
a fast pace expect their housing to 
provide convenience and ease of 
operation. People with disabilities 
are looking for housing that won’t 
restrict their lifestyle. Seniors and 
people in retirement are particu- 
larly receptive to housing that can 
adapt to changing household 
needs. 

All these housing market seg- 
ments are becoming significant. 
As early as 2017, about 50 per cent 
of Canadian households will be 
headed by a person over the age of 
ae) 

An increasing number of build- 
ers are becoming aware of these 
changing demographics and life- 
styles. They know that one quar- 
ter of all respondents told a Royal 
Bank survey that they would be 
more likely to purchase a home 
with flexible features, and that 
many home owners are anticipat- 
ing the demands of having more 
than one generation in their 
homes. More than half of Canadi- 
ans surveyed by CMHC verified 
these sentiments. 

Responding to this interest, 
CMHC has developed the Flex- 
Housing design concept, which 
can be adapted to a variety of 
present or future needs, and held a 
design competition to stimulate 
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innovation in this area. The win- 
ning design, announced in April, 
included a number of unique 
features: more than one private 
entrance so that a dwelling can be 
divided; a common ground-floor 
hallway so that the unit can be 
converted into a duplex; movable 
walls to allow for complete inte- 
rior re-design; a suspended t-bar 
ceiling with removable tiles for 
moving lighting fixtures and 
installing new wiring for “smart 
home” and security features; and 
open-joist flooring, so that new 
plumbing or wiring could be 
installed later at nominal cost. 
Tom Parker, a project manager 


at CMHC’s national office, 


explains that FlexHousing makes 
homes inherently and perma- 
nently flexible, so that they can 
meet specific and changing needs. 


safety, accessibility, security, and 
convenience, giving it a broad 
appeal to a wide range of people,” 
Parker says. “Builders and 
developers will recognize that the 
marketing edge provided by this 
adaptable product can help them 
sell to all segments of the 
population.” # 


For more information about 


FlexHousing, contact CMHC’s 


at 1-800-668-2642. 


The FlexHousing Advantage: 
Adapt Now, Save Money Later 


Adaptability is not the only advantage of FlexHousing. It is easier on the pocketbook as 
well. During construction, its benefits cost the same as conventional designs, or only 
marginally more, and a home owner can save lots of money retrofitting later. 


Here are some sample costs for similar renovations in conventional houses and in 
FlexHousing: 


v INTEGRATED WIRING SYSTEM: A sophisticated wiring system, incorporating 
switches and plugs for a variety of complementary technologies, provides immediate 
access to electronic services in every room of the home. To wire the house in this 
way later would more than double the $1,500 expenditure at the time of construction. 


v STAIR WIDENING: A stairway widened to 1.2 metres (20 cm more than the 
conventional width) allows for the introduction of a stairlift later and provides a 
low-cost way of achieving an open communication flow from the entry to the living 
level. The additional cost of widening the stair and providing blocking in the walls for 
the stairlift was approximately $60. To do the work later in a normal house would 
cost about $2,200. 


¥ WIDE INTERIOR DOORWAYS: Interior doors of at least 865 mm wide allow for easy 
wheelchair access. The added cost is approximately $10 per door when the house 
is being constructed and almost $1000 per door afterward. 


¥ ADJUSTABLE HEIGHT COUNTERS AND CABINETS: Modular counters and cabinets, 
which allow for easy height adjustment, cost about $300 more than conventional 
cabinets. Installing such a feature on a small portion of the counter in a conventional 
house would cost at least $1,800.m 


“FlexHousing features improve 


Canadian Housing Information Center 
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Predicted housing strength for 1997 ... 


continued from page 5 


and a stronger economy are invigo- 

rating consumer confidence and 

will propel sales of existing homes 

_toarecord high level (9,660 units). 

_ Renewed consumer confidence 

_ will be key to continued market 
expansion in St. Catharines in 
1997. This confidence is linked to 
affordable interest rates and good 
employment prospects in projects 
like the Niagara Falls casino. 

MLS sales will decline in some 

centres in 1997, notably in Halifax 
(-11.8), Saint John (-8.9), 


Highlights of 1997 Forecast - 


Percentage Change in Annual 
Resales: 1996-1997 

| - Top Five % Bottom Five % 
Kitchener 17.9 Halifax 11.8 
Hamitton 14.4 SaintJohn. = -8.9 
Edmonton 124 Charlottetown -8.6 
Ottawa =» 11.7_Trois-Rivieres 


St. Catharines = 9.9 London - 


Charlottetown (-8.6), Trois- 
Riviéres (-6.2) and London (-5.5). 
The sales decline in most of these 
centres is a market correction that 
can be attributable to high activity 
in 1996. 

In Halifax, 1996 was a banner 
year, as newly arrived young fami- 
lies increased sales volume in a 
market with excellent purchasing 
conditions. Fears about how the 
HST would increase the cost of 
existing homes boosted sales be- 
fore the new tax was implemented 
at the beginning of April. 

Out-migration as a result of the 
lack of job opportunities in Saint 
John will combine with the 
introduction of the HST to set the 
stage for fewer sales this year than 
last. 

In Trois-Riviéres, low interest 
rates and job creation will encour- 
age home ownership in 1997 as 
they did last year. This situation 
will maintain momentum in the 


1997 Average New Single House Price 


Vancouver 
Victoria 
Toronto 

Hamilton ‘207. 
Ottawa 
Windsor 
Oshawa 
Thunder Bay 
| St. Catharines-Niagara 
| Calgary 

London 4 

Kitchener 
Edmonton 
Winnipeg 
Sudbury 
Saskatoon 
Regina 
Montréal 
Halifax 
Hull 
St. John's 
Charlottetown 
Saint John 
Sherbrooke 
Québec 
Trois-Riviéres 
Chicoutimi-Jonquiere 


0) 100 200 
Thousands of dollars 


Source: CMHC forecast. 
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market, although the level of 
activity is expected to decline. 

In Charlottetown, less favour- 
able economic conditions will 
dampen consumer confidence and 
lead to a reduction in sales of exist- 
ing homes of almost 9 per cent. 
Last year, resales exploded by 
more than 54 per cent. 

In London, resales in 1996 
almost hit a record high, and 
ended up at the third highest level 
on record. A small drop of close 
to 6 per cent in 1997 will only be 
the result of demand showing 
some signs of fatigue. 


Centres in the West remain 
the most expensive 


Vancouver will remain the most 
expensive market for new single 
detached homes, with an average 
price of $520,000. This price is 
more than six times the price of a 
new single detached home in 
Chicoutimi-Jonquiére ($83,000). 

Based on CMHC’s most recent 
local forecast of the New House 
Price Index (NHPI), new house 
prices are forecast to increase in 
1997 in twice as many centres as in 
1996. The NHPI is forecast to in- 
crease in 16 of the 21 centres sur- 
veyed, compared with eight 
centres last year. 

The NHPI increase will be the 
strongest in Calgary, with an in- 
crease of 10 per cent. This increase 
is far ahead of the second highest 
increase of 2.8 per cent forecast 
for Windsor. The increase in 
Calgary will be driven by positive 
migration and stronger job growth 
than anywhere else in the country. 

Average resale home prices will 
rise more than one per cent in 17 
major centres in 1997, a magni- 
tude of gain experienced by only 
nine centres in 1996. Prices are 
expected to rise the most in 
Hamilton (6.8 per cent), Toronto 
(4.5 per cent), Calgary (5 per 


continued on next page 
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continued from page 10 cent) f Sher- 


brooke (3.8 per cent), and Wind- 
sor (3.2 per cent). Price increases 
will be the result of stronger de- 
mand and fewer listings; therefore, 
as employment opportunities 
improve, the market will tighten 
still more and consumers will gain 
the confidence required for house 
purchases. @ 


LOCAL HOUSING MARKET 
INDICATORS 
(pages 2 & 3) 


Total Employment 


The number of people employed in - 
the CMA in all industries in a 
given year. 


Total Housing Starts 


Total number of starts for all 
housing types for the year. 


Single Housing Starts 


Total number of single housing 
units initiated during the year. 


New House Price Index 


A measure of change in the prices 
charged by contractors for new 
residential houses whose detailed 
specifications remain the same 
between two consecutive periods. 


Single New House Price 


The weighted average price of all 
units sold during the year. 


Number of MLS Sales 
(residential) 


Total number of sales for all types — 
of residential dwellings sold 
through MLS for the year. This 
number is supplied by local real 
estate boards. 


Single MLS Average Price 
Weighted average price of single 
family homes sold through MLS 
for the year. Price data is supplied 
by local real estate boards. 


Three-Unit plus Apartment 
Structures Vacancy Rate 


Overall private market vacancy rate 
reported in CMHC’s Rental 
Market Survey for October. 
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OUTLOOK 


Summer edition available in July 


Now, you can get an insightful report that provides 
analyses and forecasts of the most recent movements in 
the resale and new housing markets in more than 26 major 
urban centres. Housing Market Outlook \ooks at market 
trends, including local MLS activity, average prices, ratios 
comparing sale prices and list prices, factors affecting the 
local economy, forecasts for housing starts and new home 
prices, Sales levels, and mortgage rates. 


Housing Market Outlook — available three times per year 
in larger urban centres and two times per year in smaller 
urban centres. 


TO ORDER 


In Canada call 1-800-668-2642 
or fax 1-800-245-9274 


For international orders call (613) 748-2003 
or fax (613) 748-2016 


We accept VISA, MasterCard or American Express cards. 
Several market analysis publications are now available on 
the Internet through the Canadian Housing Markets Online 
Service (CHMOS). Find out how to use this timely service 
by calling 1-888-246-6763. 


CMHC’s Market Analysis Centre now offers you instant access to monthly new residential 
construction information through a FAX/Mail service. With it, you can keep track of the 
forecasts published in Canadian Housing Markets. 


CMHC’s FAX/Mail Service for Statistical Tables gives you housing data from 
CMHC’s Housing Market Information System as soon as it is released to the media. See 
how we can meet your statistical information needs. Call 1-613-748-2550. 


KEEP UP-TO-DATE ON THE ACTION IN ALL OF CANADAS MARKETS! 


Housing Information Monthly is based on three national surveys conducted by 
CMHC — Starts and Completions, Market Absorption, and Rental Market. It features more 
than 90 detailed statistical tables on starts, completions, sales, prices, and rental market 
activity for over 100 local markets. 


Canadian Housing Statistics has been the definitive source book of housing activity in 
Canada for more than a generation. Released annually, it provides over 100 statistical tables 
on market conditions, housing supply and demand, and house-building and 
mortgage-lending activity. Tables also available electronically. Monthly Housing 
Statistics is a monthly update. 


SUBSCRIBE TO CMHC’S STATISTICAL PRODUCTS ... 
IT’S LIKE HAVING YOUR OWN MARKET CONSULTANT 


TO ORDER 


In Canada call 1-800-668-2642 
or fax 1-800-245-9274 


For international orders call (613) 748-2003 
or fax (613) 748-2016 


We accept Visa, MasterCard or American Express cards. Several market analysis publications 
are now available on the Internet through the Canadian Housing Markets Online Services 
(CHMOS). Find out how to use this timely service by calling 1-888-246-6763. 


Canadian Housing Markets is a quarterly publication featuring CMHC’s affordability indicators and housing 
forecasts semi-annually. The affordability indicators and the housing forecasts are based on the expertise of 
local market analysts across the country. 

The national contributors are Greg Goy, Dan Guerrette, David Dallaire and Bruno Duhamel. Comments and 
requests for additional information may be referred to Greg Goy, Manager, Local Market Analysis, Market 
Analysis Centre, Canada Mortgage and Housing Corporation, Ottawa. 

Tel.: (613) 748-2582. Internet: ggoy@cmhc.e-mail.com 

To subscribe: in Canada, call 1-800-668-2642, fax 1-800-245-9274; outside Canada, call 1-613-748-2003, fax 
1-613-748-2016, or mail your order form to CMHC, PO. Box 35005, Stn. Brm B, Toronto, ON M7Y 6E5. 

Annual subscription (four issues) $44 + GST Catalogue No. CHMSE — Single issue $11 + GST Catalogue No. 
CHME2 

To receive your subscription over the Internet, contact the Canadian Housing Markets Online Service (CHMOS) at 
1-888-246-6763 or visit our “House Page” at http://www.chmos-sd-mloc.ceds.com. $25.00 per issue 


Cette publication est aussi disponible en frangais sous le titre Marchés de I’habitation canadiens Numéro de 
catalogue CHMSF 


© Canada Mortgage and Housing Corporation 1997 
ISSN 1188-4487 — Printed in Canada 


CMHC offers a wide range of housing-related information. For details, contact your local CMHC office. 
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Record high affordability peaks in 
first half of 1997 


Never before has the dream of | 
owning a first home been so The percentage of renters who can afford to buy a | 
attainable for so many. For the starter home — 1996-1997 


second r a orting bo iod in : FOWR (Ranked from highest to lowest based on total households January to June 1997) 
affordability has hit an all-time 


high, reaching 40.5 per cent in CENSUS Ist half 1996 | 2nd half 1996 1st half 1997 
the first half of 1997. This is METROPOLITAN 
marginally higher than the 39.6 AREAS (CMA) 
per cent attained in the previous 
half year. Twelve urban areas are 

at all-time high levels, compared 
to 14 in the second half of 1996. SPR ae 


ye hile these records were Charlottetown 

stimulated by lower 

mortgage rates, reduced 
affordability was caused by higher 
prices in some centres. Higher 
mortgage rates, forecast to be in the 
6.75-7.25 per cent range later in this 
year, will cause affordability to go 
down from its peak of 40.6 per cent in 
the first half of 1997 to 38.2 per cent 
in the second half of 1997. With 
affordability remaining very high, 
record numbers of first-time buyers 
will keep builders, realtors and lenders 
busy in 1997. 


Total 


Total Famil Non-Family 


Québec 


See 


Thunder Bay 
Calgary 
& Sees 


Winnipeg 
Sherbrooke 
Saskatoon 


ges 


Victoria hits all time high 
At the highest levels since CMHC 
_ started keeping records in 1970, 


affordability reached 32.1 per cent in 
Victoria in the first half of 1997. This 


Kitchener 


: : ; A Windsor 30.6 
is good news in the city with the 
+: . Hamilton 23.0 
second lowest affordability level in — say 
Canada. The other centres setting . 
_records were Edmonton, Calgary, 19.6 
Winnipeg, Ottawa, Hull, Montréal, _ Vancouver 19.3 
Sherbrooke, Québec, Chicoutimi, Metropolitan 30.3 
Saint John and St. John’s. Area 


| continued on page 3 Source: Canadian Housing Markets. 
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Lanada Helping to house Canadians 


CMHC’s Market Analysis Centre now offers you instant access to 
monthly new residential construction information through a FAX/Mail 
service. With it, you can keep track of the forecasts published in 
Canadian Housing Markets. 


> CMHC’s FAX/Mail Service for Statistical 
Tables gives you housing data from CMHC’s 
Housing Market Information System as soon as it 
is released to the media. See how we can meet 
your statistical information needs 
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Call 1-613-748-2550. 


> Housing Information Monthly is based on three 
national surveys conducted by CMHC — Starts 
and Completions, Market Absorption, and Rental 
Market. It features more than 90 detailed statistical 
tables on starts, completions, sales, prices, and 
rental market activity for over 100 local markets. 


=> Canadian Housing Statistics has been the 
definitive source book of housing activity in Canada 
for more than a generation. Released annually, it 
provides over 100 statistical tables on market 
conditions, housing supply and demand, and 
house-building and mortgage-lending activity. 
Tables also available electronically. Monthly 
Housing Statistics is a monthly update. 


SUBSCRIBE TO CMHC’S STATISTICAL PRODUCTS... 
IT’S LIKE HAVING YOUR OWN MARKET CONSULTANT 


TO ORDER 


In Canada call 1-800-668-2642 
or fax 1-800-245-9274 


For international orders call (613) 748-2003 
| 3. or fax (613) 748-2016 
We accept Visa, MasterCard or American Express cards. Several market analysis publications 


are now available on the Internet through the Canadian Housing Markets Online Services 
(CHMOS). Find out how to use this timely service by calling 1-888-246-6763. 
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Record high affordability peaks... (continued from page 1) 


Income growth key factor in 


| some centres 


Accelerating income growth in 
Edmonton, Calgary, Ottawa and Saint 
John overcame the drag of higher 
prices, especially in Calgary, where 
prices increased at a year-over-year 
clip of 11 per cent. Three positive 
factors helped income grow: strong 
economic activity, moderation in 
public and private sector restructur- 
ing, and the lifting of wage freezes. 
Lower or flat house price growth ' 
helped affordability in Victoria, Hull, 
Montréal and St. John’s. All 12 cen- 
tres that set new affordability records 
will have expanded first-time buyer 
activity in 1997. 


Some cities lose record 
affordability status 

Four centres lost the record-breaking 
status attained in the previous half- 
year: Regina, Trois-Riviéres, Halifax 
and Charlottetown. Higher prices 
were responsible in the first three 
cases. Decreasing incomes knocked 
Charlottetown out, largely because of 
the completion of the Confederation 
Bridge and lower potato prices. 
Nevertheless, by historical standards, 
affordability is still high in these 
centres, and industry participants will 
be busy. 


Renters expected to invade 
market in the three biggest 
centres 

Fully 29.1 per cent of Vancouver 
starter homes were affordable, a 
performance that neared the all-time 
high of 32.1 per cent reached in 1986. 
This record is expected to remain 


| because two forces will work to 
| reduce affordability in 1997: higher 


prices and slower income growth. In 


_ Toronto, price increases will keep a 
| damper on affordability. High 
_ affordability in these cities will lead 


many renters to enter the home 
ownership market this year. 


_ First-time buyer activity 

_ increases at slower pace in ‘97 
Improved affordability during the 

_ first half of 1997 was reflected in 
larger First Home Loan Insurance 
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_ fate of 6. 7 per cent was 


_ income of household type total which includes all households, family and non- 
family, but not low-income renters eligible for NHA social housing programs. 
. Regular (10%) is identical to the Average Starter House Price in the definitions of 


sured home under the 
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volumes. The new record of 76,946 is 
up 10 per cent from the activity of the 
first half of 1996. The annual total of 
138,480 existing and new homes 


nsured under FHLI is up 42 per cent 
from 1995, m 


Dem and Affordability Indicators 


| sentative of first-time cee at all time periods, the data are oreiyscd) to control 

for distribution changes that would otherwise skew the average. NHA-insured 

homes are typically bought by young first-time buyers with a down payment of 

_ less than 25 per cent. The price is the eyanue for each six-month period. This 
ae cel 


gage payments, p 
debt service ratio. 
Mortgage — A three-yea ¢ 
An average mortgage ra 2) per cent was used for the first half of 1996 and a 
the first half of 1997. 


Supply Indicators . 
: Categories of Affordable House Prices — Max. Affordable is based on average 


demand affordability indicator. FHL/ (5%) is the average price for an NHA-in- 
st Home Loan Insurance program. Includes the 


following house types: ‘single, semi-detached, row house, mobile home, and 


_ apartments for ownership. FHLI homes are available only to first-time buyers with 


a minimum 5 per cent down payment. The price is the average for each six-month 
period. 

Range of Affordable House Prices — Max. Affordable is the maximum price a 
household could afford given its income and assuming a 32 per cent gross debt 
service ratio to cover the mortgage payment, property taxes and heating costs. It 
is based on a three year mortgage rate of 6.7 per cent and a 10 per cent down 
payment. Both Regular (10%) and FHLI (6%) are average prices of homes insured 
with these products. 
Resale Supply Available — Percentage of MLS active listings at or below the 
range of affordable house prices. The sources are local Real Estate Boards. 
Most Prevalent House Types — The house types most often listed in the supply 
of active MLS listings. The sources are local Real Estate Boards. 

Affordable New Construction — Percentage of new single, semi, apartment or 
row dwellings sold at or below the range of affordable house prices. 


PAGE UPR SE £ 


Supply Affordable to Potential First-Time Buyers 


| CATEGORIES OF | RANGE OF RESALE AFFORDABLE 
CENSUS | AFFORDABLE 1997 | AFFORDABLE | SUPPLY | NEW 
METROPOLITAN HOUSE | INCOME | HOUSE PRICES | AFFORDABLE | CONSTRUCTION** 
AREAS (CMA) _ __ PRICES* $ | $ | % | ——_—_—MOST PREVALENT HOUSE TYPE | _% 
Victoria | Max. affordable S062) 22 Oh aga [Newed omer z eee 
Regular (10%) eo e065 . 
FHLI(S%) =—Ssissstits*t=<=«*‘;*S*« BBA «= «26.6 ~—_ Condo Apartment 15.5 
Vancouver | Max. affordable 64,012 252,248 | 43.9 _ Newer Townhouse oN 
| Regular (10%) 205,864 30.0 | Older Townhouse, New Condo Apt. 36.8 
_FHLI (5%) | 167,317 _ Newer Apt. Condo 
Edmonton | Max. affordable gene 7 —— 
a ees ar 0) : : 
Calgary | Max. sitfortable | 53,075 194, 731 FOs0 _ New 2-Storey, New Split-Level+ 79.6 
New Row Condo, Existing Bungalow 31.9 


Regular (10%) 135,914 49.5 
ee Ra ve | 110, 303 


New 2-Storey, Apartment Condo 


Saskatoon 


87.9 
4.3 


Regina Max. arabe 54,065 163,891 87.4 2-Storey 
| Regular (10%) 86,319 | 57.8 Bungalow, Bi-Level 
FHL (6%) 


7 Bungalow, Bi-Level 


—FHLIK) 


Thunder Bay | Max. affordable 52,197 177,850 84.1 All Types 39.6 
4.4 


Regular (10%) na legis) 58.7 Bungalow, Row & Apt. Condo, 1'%-Storey 
| FHLI (5%) | 
re a ce 

— - Regular (10%) 
| FHLI (5%) 


| Bungalow, 1'-Storey, Row Condo, Semi 


Windsor | Max. affordable 48 353 164,468 65.7 Bungalow, 1'/2-Storey 71.4 
| Regular (10%) 124,505 42.9 _ Bungalow, 1'-Storey 38.2 


| FHLI (5%) 7 
London | Max. affordable a 
| Regular i) 
FHUGH) 1 t 


Bungalow, 1'/2-Storey 


101,803 


Kitchener | Max. affordable 48,988 | 165,652 69.4 Split-Level, Modest 2-Storey 84.3 
Regular (10%) 142,041 52.6 Bungalow, Semi, Row/Apt. Condo 65.5 
| FHLI (5%) | | 113,385 Modest 1 ¥2-Stry, Semi, Row/Apt. Condo 


St. Catharines- | Max. affordable 45,87 45 
Niagara -—_—Regular (10%) 7 
(AIG ae 

Hamilton | Max. affordable 49,316 170, 057 | | 
Regular (10%) | 151,440} 55.9 
FHLI (5% | 118,384 | 


| All Types 


| 2-Storey, Bungalow 57.9 


1'%2-Storey, Semi 
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Supply Affordable to Potential First-Time Buyers (cont'd) | 


CATEGORIES OF RANGE OF RESALE AFFORDABLE 
CENSUS AFFORDABLE 1997 AFFORDABLE SUPPLY NEW 
METROPOLITAN HOUSE INCOME HOUSE PRICES | AFFORDABLE CONSTRUCTION** 
AREAS (CMA) PRICES* | 


MOST PREVALENT HOUSE TYPE 


es 


Max. affordable 195,079 
Regular (10%) 147,910 
FHLI (5%) ) 122,871 


Oshawa 


Max. affordable 
Regular (10%) 
FHLI (5%) 


137,26 


Trois-Riviéres 


Max. affordable 
Regular (10%) 
FHLI (5%) 


os 


Max. affordable 
Regular (10%) 
FHLI (5%) 


Québec 


33.6 All Types 15.6 
__ All Types except 2-Storey 


Saint John Max. affordable 
Regular (10%) 


FHLI (5%) 


143 


Max. affordable 
Regular (10%) 
FHLI (5%) 


90,992 
82,114 


Metropolitan Max. affordable 


Area Total Regular (10%) | 
FHLI (5% 
* See definitions section for explanation. t Newer is five years old or less. N/A is data not available from the local real estate 
** Percentage of new dwellings sold at or below ¢ Older is ten years old or more. board. 
the range of affordable house prices. *** Calculated using sales instead of active listings. SOURCE: Canadian Housing Markets. 
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Supply affordability at record high 
in many centres 


New high reached in 
percentage of affordable new 
homes 


t 73.8 per cent, supply of 
AR housing that is 
affordable was at its highest 


level since 1991. The 17 centres 
hitting new highs were Vancouver, 
Edmonton, Calgary, Regina, 
Sudbury, London, Windsor, 
Kitchener, St. Catharines, 


| Hamilton, Toronto, Oshawa, 
| Ottawa, Hull, Sherbrooke, Halifax 


and Charlottetown. 

Edmonton and Calgary outdid 
all previous highs, even though new 
home prices were rising. New 
supply affordability was boosted by 
income growth of 4 per cent over 


| last year. All these broken records 
| mean that builders have an ex- 


panded client base in 1997. 


Top five affordable new supply 
markets located east of Ottawa 
Chicoutimi, Trois-Riviéres, 

St. John’s, Halifax and Ottawa were 
at the top of the affordable new 
supply list. Affordability in Halifax 
was the result of income growth, 
and stable average unit selling 


| prices in the past two years have 


stimulated new supply affordability 


_ in the other four cities. Renters in 


| these markets have excellent 
| choices for new housing. 


Top five most affordable 
markets for new homes _ 


Per cent of new construction affordable 


Chicoutimi 


Trois-Riviéres 93.3 
St. John’s 91.6 
Halifax 91.4 


Ottawa 


Source: CMHC. 
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Realtors have expanded client 
base in ‘97 

The centres reaching new highs in 
resale affordability were Victoria, 
Vancouver, Edmonton, Thunder 
Bay, London, Kitchener, St. 
Catharines, Hamilton, Ottawa, Chi- 
coutimi, Saint John and Halifax. 
Flat or decreasing resale house 
prices helped affordability in Victo- 
ria and Vancouver. The plentiful 
supply of affordable resale homes 
has brought existing houses within 
the reach of many renters’ budgets. 


Top five most affordable 
resale markets _ 
Per cent of listings sorb 


Chicoutimi Bl 
B19 


St. John’s _ 
Regina B74 
Halifax 


Edymonton tt” 


Source: CMHC. 


Edmonton and Regina make 
top five affordable resale 
supply markets 

The five most affordable resale 
supply markets during the first half 
of this year were Chicoutimi, 

St. John’s, Regina, Halifax and 
Edmonton. Weak prices helped 
affordability in Chicoutimi and 

St. John’s, and strong incomes gave 
Regina and Edmonton affordability 
buoyancy. Slowly increasing prices 
and incomes combined to drive 
affordability up in Halifax. 


Centres with the greatest 
first-time buyer opportunities 
How could builders and realtors 
know if opportunities exist in the 
affordability segment of their 
market? They could check to see if 
the market has potential for more 
supply of lower-priced products. 
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We use three categories to 
represent these price ranges: 


e Maximum Affordable Price 
e Regular (10%) 


e First Home Loan Insurance 


(FHLI) (5%) 


To find the greatest opportuni- 
ties for more new construction and 
resale supply, builders and realtors 
can look at the table Supply Afford- 
able to Potential First-Time Buyers 
(page 4 & 5). Focus on centres with 
less than 20 per cent of supply 
affordable in either regular or 
FHLI categories. 


continued on page 8 


OPPORTUNITIES 
DEFINED 


First category: The Maximum 
Affordable Price uses current 
mortgage rates, CMA renter income 
for all household types, and other 
data (see Definitions section) to give 
the upper limit of affordability. It 
shows the highest price that can be 
paid by an average potential first 
time buyer. 


Second category: The Regular 
(10%) price is well below the 
maximum affordable house price. It 
is the average starter house price 
used in the CMHC’s demand 
indicator. This average is derived 
from the prices of homes insured 
under CMHC’s regular 10 per cent 
down payment program. Although 
this figure is always higher than the 
FHLI (5%) price, it gives a reference 
point near the lower end of 
affordable housing. 


Third category: The FHLI (5%) price, 
also market driven, is calculated 
from FHLI volumes and represents 
the lower limit of affordable housing. 


Employment growth positive sign 


for housing 


Employment patterns are a significant indicator of housing market activity. To track the 
vitality of housing markets in all major urban centres, Canadian Housing Markets (CHM) 
regularly monitors this indicator. The most recent figures show greater job growth in 1997 
than 1996. This will reinforce consumer confidence and keep housing strength on track. 


urrent nationwide 
employment figures support 
the forecast that housing 


activity will continue its upward trend 
in the next year. During the first six 
months of 1997, there was accelerated 
employment growth in 16 of the 27 
major urban centres in Canada, witha 
total of close to 147,700 more jobs 
added across all centres. This i up 
from a 127,800 increase in the first 
half of 1996 (see table). 

The most sizable increases in the 
first half of 1997 were in Toronto 
(74,617 new jobs), Calgary 
(16,767), Montréal (15,183), 
Ottawa (14,033) and Edmonton 
(12,950). The increases in Toronto, 
Montréal and Edmonton helped 
make up for employment losses 
incurred during the recession. In 
Calgary, job growth reflects contin- 
ued strength in the economy, while 
Ottawa is riding the wave of a 
growing local economy bolstered 
by private sector growth. 

In Calgary, 1997 will mark the 
fourth consecutive year of impres- 
sive employment growth. The 
sectors showing the greatest gains 
are business services, manufactur- 
ing, transportation, communication 
and other utilities. 

Toronto’s employment finally 
surpassed pre-recession levels in 
December 1996. This came about 
with the second wave of very 
strong job growth since the end of 
the recession. This latest wave 
started in 1996 and is still going 


_ strong in 1997. 


continued on page 8 
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Annual increase in employment growth, by major 
urban centre 


(change from the previous year) 


first half second first half June 
961 half 961 971 972 


June 96-97 
% growths 


“Victoria 820 6060 | 5,170 6,800. 4.65 
Vancouver 22,690 19,870 9,620 700 0.07 
- Edmonton — 920 1720 12,950 | 28,700 6.35 
Calgary | 19,100 23,060 16,770 4,700 1.03 
Saskatoon 3501 3.600 1670 | 2,500 2.29 
Regina 2,740 1,420 -1,200 1,200 Tae 
Winnipeg _ 4240 180 7,900 9,200 2.66 
Thunder Bay — -1,810 -2.380 1,000 2,200 3.58 
Sudbury 7230 1,220 -270 -600 -0.76 
Windsor 4,300 9,470 470 -3,600 -2.66 
London 4500 | =—-4,120 5,750 12,000 59 
Kitchener -1,300 -1,500 -3,280 500 0.24 
St. Catharines-Niagara |  —«-800 10,300 920 -2,200 a3 
Hamilton 1,260 5,540 -3,530 7,200 2.35 
Toronto 33,040 34,270 | 74,620 | 101,800 4.76 
Oshawa -1,430 3,920 5,630 6,500 5 
- Ottawa 5,720 24,830 14,030 9,000 23 
Hull -1,320 4,900 -3,650 5,100 -3.8 
Montréal 31,000 3,710 | 15,180 37,800 2.44 
Trois-Riviéres 650 -720 -1,470 -5,400 -8.13 
Sherbrooke 3,650 -990 -1,020 -200 0.3 
Québec 17,500 2520 | -10,230 | -16,700 -4.97 
~ Chicoutimi-Jonquiére 1,760 2,840 700 600 0.92 
Saint John -1,300 -4,070 -1,250 600 1.04 
Halifax 2,100 3,040 2,480 1.26 
St. John’s -2.350 -3,730 -1,220 500 0.64 


Charlottetown 1,100 170 -70 


All Major Urban Centres 127,770 123,620 147,670 


1 Monthly employment levels (three-month moving averages provided by Statistics Canada) were 
averaged for this half year period and the corresponding period of the previous year. Figures in these 
three columns represent the difference between the two periods. 


2 Figures represent the difference between June employment levels (three-month moving averages) in 
1997 and 1996. 


3 Figures represent percentage change between June 1997 and June 1996 employment levels 
(three-month moving agerages). 


Source: Statistics Canada, Labor Force Survey. 
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Employment growth... 


mntinued from page 
PAS 


Number three in growth in the 
first half of 1997 was Montréal, 
where a high level of job creation is 
taking place in spite of continued 
economic restructuring. The largest 
increase in jobs is in manufacturing, 
services and trades. 

Employment in Ottawa will 
reach unprecedented levels in 1997, 
with particular strength in the 
manufacturing sector and high-tech 
industries. As housing activity 
stimulates employment, the 
construction and real estate sectors 
will also benefit. 

With the start of several 
important projects in 1997, the 
labour market is also strong in 
Edmonton, following a stagnant 
performance in 1996. Job growth is 
concentrated in construction and 
| trades, engineering, oil and gas 
equipment manufacturing, 
transportation, and services.@ 


(continued from page 6) 


| Builder Opportunities 

The centres with less than 20 per 
cent of new construction at the 

_ regular (10%) prices are Victoria, 
Edmonton, Regina, Winnipeg, 
Thunder Bay, Québec, Saint John 
and Charlottetown. These centres, 
plus Sudbury, Windsor, London, 
Kitchener, Hamilton, Ottawa, Hull, 
Montréal, Halifax and St. John’s, 
had opportunities in the FHLI 

_ category. Supplying this niche has 
great potential; however, builders 
will have to be innovative in centres 
with high land costs, such as 
Victoria. 


Realtor Opportunities 

All resale markets except Charlotte- 
town have a relatively adequate supply 
(above 20 per cent) of houses in the 
regular (10%) category. In contrast, 
opportunities exist in Montréal, Sher- 
brooke, Québec and Charlottetown, 

_ where there were less than 20 per cent 
of FHLI homes for sale. Listings 
priced close to the average in these 
categories should sell fast. 


PAVE EG ed 


BUILDING THE FUTURE 


HO ING DEMAND INTO THE 21ST CENTURY 


The Long-Term Housing Outlook: 
Household Growth in Canada and the Provinces, 
1991-2016 


The Long-Term Housing 
Outlook investigates the 
questions you have been 
asking: 


By using demographic trends to 
forecast possible variations in 
housing demand, this benchmark 
report can help you tap into 
housing market potential in the 


ee @ Is the recent steep 
years anead. 


decline in housing starts 


It describes six distinct scenarios a sign of things to come? 


for household growth, province 
by province and Canada-wide, 
and provides detailed tables on 
population trends, household 
size and composition, and tenure 
and dwelling type choices. 


@ Will demand return to 
previous levels? 


@ What will demand look 
like in 5, 10, 15, 20 
years? 


This essential guide is a must for 
builders, analysts, real estate 
agents, lenders, municipal 
planners, building material 
manufacturers, and anyone 
who needs a long-term 

view of Canada’s housing 
market. 


The Long-Term Housing 
Outlook: Household 
Growth in Canada and the 
Provinces, 1991-2016 is 
now available from Canada 
Mortgage and Housing 
Corporation, the nation’s 
leader in housing research 
and information. 


PRICE $39.95 (PLUS 
GST AND SHIPPING) 


TO ORDER CALL 1-800-668-2642 


VISIT US ON THE INTERNET: 


www.cmhc-schl.gc.ca 
FDO98Y1001 
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Resales surge as home ownership 


becomes more attractive 


Home buying increased in most Canadian cities in 1997 largely because ownership has 
become more attractive than renting, a trend that has prevailed through most of the 1990s. 
This case study reviews the Toronto market, where the decreasing gap between ownership 
and rental costs has also contributed to record resale levels in 1996 and 1997. 


mproved job security, 

consumer confidence and 

affordability have all 
contributed to the increase in home 
buying in 1997. 

An equally important factor: 
home ownership has become more 
attractive to rental housing. Stable 
prices and lower mortgage rates 
since 1991 have steadily shrunk the 
cost gap between rental and 
ownership housing. 

With ownership more attractive, 
people are less likely to put off 
purchasing their first home and 
remain in rental housing. 


Toronto Case Study 

CMHC analysts have examined the 
ownership market in Toronto to 
explore the trade-off between 
owning and renting. 

Since the 1980s, the public 
perception of housing in Toronto 
has changed significantly. Between 
1985 and 1990, home prices rose 
significantly and homes came to be 
viewed as an investment. When the 
decade ended, prices began a long 
decline, which lasted until this year. 

Now housing is viewed mainly as 
a consumer item, and its attractive- 
ness is measured in terms of what it 
has to offer and its cost relative to 
substitutes, notably rental housing. 
Ownership generally becomes more 
attractive in the short term as the 
gap between rental and ownership 
costs decreases. 

Throughout the 1990s, resale 


| patterns in Toronto have responded 


to changes in the gap between 
ownership and rental costs. As the 
cost gap between owning and 
renting a home declined in 1996 


CANADIAN HOUSING 
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and 1997, resale volumes have bro- 
ken all records (see graph). 


Ownership attractiveness 
measured 
The average resale price fell over 
$75,000 between 1989 and 1996. In 
addition, the mortgage rate ona 
five year term fell from 12.5 per 
cent at the beginning of 1991 to 
6.95 per cent by the end of 1996. 
Although home ownership 
became more affordable in this 
period, the cost of renting did not. 
As Toronto home prices went 
through the roof in the late 1980s, 
rent controls kept a lid on rent 
increases. The average rent ona 
two-bedroom apartment in the 
Toronto CMA rose from an average 
of $730 in 1991 to $819 in 1996. 
Thus, there was less of a need for a 


price adjustment in the rental 
market than in the ownership 
market. 

The cost gap between renting 
the average two-bedroom apart- 
ment and owning the average 
starter home fell from $1859 to 
$551 between 1990 and 1997. It 
must be emphasized that this is 
only a short-term monthly cost gap 
measured by the difference in 
monthly payments during the first 
year of ownership. 


Attractive home ownership 
market driving up sales 

In the short run, the Toronto resale 
market tends to respond to these 
changes in the cost differential with 
a lag of about one to three months. 
Even those buyers who act immedi- 
ately must look continued on page 10 


Resales jump 1 to 3 months after home ownership costs decrease 


Seasonally adjusted annual resales (MA) 


Mortgage payment minus rent 


7,000 1,600 
pe 1,400 
6,000 -| * 

1,200 
Sate 1,000 
4,000 - 800 

600 
3,000 
400 
2,000 200 
1991 1992 1993 1994 1995 1996 1997 Forecast 


Seasonally adjusted Mortgage payment 


annual resales 


less rent 


NOTE: MA denotes a three month moving average of seasonally adjusted annual resales. 
Mortgage payment minus rent was calculated using estimated monthly ownership costs assum- 
ing the current average house price. The average house price was based on a three-month aver- 
age of sale prices reported by the Toronto Real Estate Board. Other assumptions include a 10% 
downpayment, NHA insurance, and a three-month average of the mortgage rate on a five-year 
term interest rate. The rental component was based on the average rent for a two-bedroom 
apartment in Toronto CMA based on the latest year’s CMHC rental survey. The value indicated is 
the monthly P&I charge less the latest average rent. 
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Resales surge... What happens when mortgage they will break records for a second 


(continued from page 9) rates skyrocket consecutive year. 

for a suitable home, obtain a mort- Preapproved mortgages allow While 1997 has resulted ina 

Se acdaeeo tn soar buyers to obtain a set mortgage further reduction in the cost gap, 

potential buyersirenain On. theside: rate that is guaranteed for 60 or 90 mortgage rates are expected to level 

lines until they perceive a bottom- days. Therefore, sales activity will out at their current levels and . 

ee ravine adiextiosmalane: actually be spurred briefly by in- further price declines are not likely 

because home ownership does not creases in mortgage rates as preap- in future years. ‘ 

meet their personal needs. When- proved buyers take advantage of Now that ownership housing has 

ever the cost differential between low rates before their contract ex- reached what may be SO : 

opine adenine cane pires. attractive level, more increases in | 

number of potential buyers rises. Outlook for 1997 and beyond the number of resales es ae 

The strength of the ensuing buying care ad; oe etaigi eet = 

seduieydevend oc atne (cee a eet Cost differential is a good in as confidence oF increases in lGeal 

hissor MAA Goeer une of future resale levels, and currently employment and incomes. | 

During 1996 and 1997, with this dif-  ““88°S"® nigveneecae tO > aa a ee 

ferential at its lowest point in a dec- phe resale volumes rise to This article was written by Brent | 
about 58,000 in 1997, as expected, Weimer, Market Analyst at CMHC’s 


ade, the number of resales jumped Toronto Office. For more information 
to record levels. contact Brent at (416) 789-8711. 
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MARKET 
OUTLOOK 


Now, you can get an insightful report that provides 
analyses and forecasts of the most recent movements in 
the resale and new housing markets in more than 26 
major urban centres. Housing Market Outlook looks at 
market trends, including local MLS activity, average 
prices, ratios comparing sale prices and list prices, factors affecting the local economy, forecasts for 
housing starts and new home prices, sales levels, and mortgage rates. 


Canad 


Housing Market Outlook — available three times per year in larger urban centres and two times per 
year in smaller urban centres. Fall issue available in October 1997. 


TO ORDER 


In Canada call 1-800-668-2642 
or fax 1-800-245-9274 


For international orders call (613) 748- 2003 
or fax (613) 748-2016 
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Costs and Incomes for Demand Affordability Indicator 
AVERAGE MONTHLY INCOME 
STARTER MONTHLY ANNUAL ANNUAL TOTAL REQUIRED TO | 
CENSUS HOUSE MORTGAGE PROPERTY HEATING CARRYING CARRY HOUSING 
METROPOLITAN PRICE COST TAXES COSTS COSTS COSTS 
AREA (CMA) ($) ($) ($) ($) ($) ($) | 
JAN.-JUN. = JAN.-JUN. | JAN.-JUN.  JAN.-JUN. | JAN.-JUN.  JAN.-JUN. | JAN.-JUN.  JAN.-JUN. | JAN.-JUN.  JAN.-JUN. | JAN.-JUN. JAN.-JUN. | 
1996 1997 1996 1997 1996 1997 1996 1997 1996 1997 1996 1997 


Calgary 122,470 135,914 848 853 1,315 1,348 561 611 1,004 = 1,016| 37,658 38,102 
Saskatoon 85,695  97,/21 593 613 1,625 = 1,651 630 640 781 804} 29,296 30,153 
Regina 79,601 86,319 551 O42 uence sO i enloU 611 621 778 7/6) 29,160, 29,096 | 


Windsor 118,536 124,505 821 781 1,760 1,785 685 735 | 1,024 991 | 38414 37,172 
London 121,539 125,185 841 785 1,723 1,819 685 735 | 1,042 998 | 39,078 37,438 
Kitchener 132,091 142,041 915 891 ETA 2,232 685 735 1,152 1,138} 43,218 42,693 | 


Oshawa 143,185 147,910 991 928; 2,374 2,393 645 676; 1,243 1,184 


Ottawa 134,668 140,398 932 881 2,968 2,973 701 130)" <1;288 15190 


97,750 96,773 1,934 1,976 944 880 


Se 


Québec 81,690 83520! 566 524) 2051 2,103) 1,355 1,384/ 849 815| 31,852 30,548 
Aaa 67,274 69,292| 466 435| 1,594 1621) 1,406 1,436! 716 690) 26,839 25,857 © 

onqulere | 
Saint John 77,807 81,086; 539 509) 1,194 1,202 27,255 26,429 


33,853 33,417 


749 709, 28,090 26,603 


_ Source: Canadian Housing Markets. 


Note that property taxes do not include rebates that are available in some provinces. 
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In today’s business environment, we must 
not only look at what is happening today 
but also into the future. 


Plan now to attend Canada Mortgage and 
Housing’s 1997 Housing Outlook 
Conferences and get the local and Co be 
provincal forecasts to help you succeed in ‘ 
1998. 


ane 


Vancouver October 30 Mark Chipeur (604) 737-4087 

Hamilton November 5 Helen Hutton (905) 572-7100 ext. 241 
Niagara-on-the-Lake November 6 Jim Koppang (905) 572-7100 ext. 239 
Kitchener November 12 Wayne Xue (905) 572-7100 ext. 274 
London November 18 Ken Sumnall (519) 438-1737 ext. 4215 
Québec November 19 Jean-Francois Dion (418) 649-8101 

Montreal November 20 Jacques Pelletier (514) 283-8391 
Edmonton November 20 Market Analysis (403) 482-8769 

Toronto November 20 Beverly Doucette (416) 789-8708 

Ottawa November 24 Market Analysis (613) 748-5128 

Windsor November 25 Margot Stevenson (519) 438-1737 ext. 4218 


Registration is limited, so call today to reserve or to inquire about receiving conference proceedings. 


Canadian Housing Markets is a quarterly publication featuring CMHC’s affordability indicators and housing 
forecasts semi-annually. The affordability indicators and the housing forecasts are based on the expertise of 
local market analysts across the country. 


The national contributors are Greg Goy, Dan Guerrette, David Dallaire and Bruno Duhamel. Comments and 
requests for additional information may be referred to Greg Goy, Manager, Local Market Analysis, Market 
Analysis Centre, Canada Mortgage and Housing Corporation, Ottawa. Tel.: (613) 748-2582. 

Internet: ggoy@cmhc.e-mail.com 

To subscribe: in Canada, call 1-800-668-2642, fax 1-800-245-9274; outside Canada, call 1-613-748-2003, fax 
1-613-748-2016, or mail your order form to CMHC, RO. Box 35005, STN. BRM B, Toronto, ON M7Y 6E5. 

Annual subscription (four issues) $44 + GST Catalogue No. CHMSE 

Single issue $11 + GST Catalogue No. CHMSE-03/97 

To receive your subscription over the Internet, contact the Canadian Housing Markets Online Service (CHMOS) at 
1-888-246-6763 or visit our “House Page” at http://www.chmos-sd-mloc.ceds.com. $25.00 per issue 


Cette publication est aussi disponible en francais sous le titre Marchés de I’habitation canadiens Numéro de 
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CMHC Market Analysis Centre 


Local housing 
year of expansion coming 


CMHC is forecasting that local housing markets will continue to increase next year, _ 
but at a lower rate than in 1997. Overall, housing activity for all major centres will 
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Fourth Quarter 1997 


market cycle — third 


grow in 1998 for the third year in a row. Total starts in all major urban centres 


ith many major centres 

expected to surpass the 

housing gains of 1997, 
builders, realtors, lenders and 
suppliers should enjoy another 
good year. A major factor will be 
continued strength in consumer 
confidence, as interest rates 


_ remain at affordable levels and 
employment continues to improve. 


Total housing starts will grow 
by almost 8 per cent in 1998, with 
numbers up in 20 of the 27 major 
urban centres. Resales will increase 
by slightly more than 1 per cent 
and maintain the gains of more 
than 6 per cent reached in 1997. 
Overall, about half (13) of the 
major centres will have higher 
resales in 1998. 

The strength of resales since mid 
1995 has had positive effects on the 
new housing market. The enthusi- 
asm of repeat buyers has resulted in 
a reduction of existing homes for 
sale in some centres. 

Many analysts have predicted 


that the single housing market 


would be the main beneficiary of 


_ repeat buyer activity in 1998. It 


now appears that repeat buyers will 


_ also increase multiple starts more 


than single starts. 


Canada 


In general, housing activity is 
closely linked with home buying 
intentions. A recent survey found 
that these are strongest in Alberta 
centres, followed closely by the 
other centres in the Prairies. The 
lowest level of intention to buy in 
the next year is in the Atlantic 
provinces. 

As indicated in CHM, third 
quarter 1997, employment gains 


_combined will increase almost 8 per cent and resales will increase by 1.4 per cent. 


will continue to stimulate the 
housing market. Gains are expected 
in 25 of Canada’s major markets, 
with an average increase of 2.2 per 
cent. Some price appreciation can 
also be expected, as better 
employment prospects strengthen 
consumer confidence in housing. 


continued on page 4 


FORECAST HIGHLIGHTS 


On top of an increase of close to 23 per cent in 1997, total starts 
will be up by almost 8 per cent in 1998. 


Multiple starts will increase almost 10 per cent in 1998, led by 
higher levels of semis, rows and condominiums. 


Single housing starts will increase more than 6 per cent after 
keeping builders busy in 1997 with an increase of 25 per cent. 


Centres in central and western Canada will remain buoyant in 
1998, as markets experience further growth in housing activity. 
This will be especially the case for medium-to-low priced homes 


in specific local markets. 


Housing starts in Calgary will reach a level equivalent to 75 per 
cent of Vancouver’s starts, with 13,000 units forecast for 1998. 


Sales of existing homes will increase by more than 1 per cent in 
1998, compounding the record highs attained in many centres in 
1997. Calgary, Ottawa and Saint John will set new records in 1998. 


Employment next year will be up in 25 of the 27 major centres in 
Canada and down in only one centre, for an average increase of 
2.2 per cent. 
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Local Housing Market Indicators (cont'd) 
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CENSUS ey en PRICE NEW NUMBER MLS VACANCY 
YR/YR | INDEX | SINGLE | YR/YR | HOUSE | YR/YR | OFMLS* | YR/YR. AVERAGE  YR/YR RATES 
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SOURCES: CMHC, Statistics Canada and local real estate boards. 
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continued from page 1 
Builders will find multiple 
activity important in ‘98 

_ Repeat buyers will be active in 
1998, but their presence will be felt 
beyond the single homes market. 
Total starts, including semis, rows 
and multiples, will increase by close 


to 8 per cent after rising almost 23 
per cent in 1997. This trend will 
hold in 20 major centres across the 
country. 

Many budget-conscious repeat 
home buyers are in the market for 
new homes priced lower than the 
maximum they can afford. Typical 
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of this is Edmonton, where homes 


Reduction in completed and 
unoccupied units bodes well for 
housing activity 


A reduction in completed and unoccupied newly constructed homes means that new 
homes are being sold rapidly and that demand has surpassed supply. This is a very 
good sign for housing construction and employment in that sector. In fact, labour 
demand pressures in the residential construction industry are beginning to occur in 
Calgary and Edmonton. 


Canadian Housing Markets (CHM) monitors the number of completed and unoccupied 
units via its absorption survey in all major urban centres in the country. It is a strong 
and vital indicator of current and future housing market activity. As indicated in the 1997 
second quarter issue of CHM, a strong recovery will occur in 1997. This is largely due 
to employment growth that is boosting consumer confidence and resulting in more jobs 
in the housing sector. 


The inventory numbers shown below do not indicate a slowdown in housing market 
activity. Inventories in all the markets shown decreased in the year after August 1996. 


Newly Completed and Unoccupied Row & Apartment Dwelling 
Units 


1996 (August) 1997 (August) % Change 
Halifax 98 76 -22 
Montréal 1,065 735 -31 
Toronto 615 343 -44 
Calgary 213 62 -70 
Vancouver 2,965 2,140 -2/ 


Newly Completed and Unoccupied Single and Semi-Detached 
Dwelling Units 


1996 (August) ~ 1997 (August) % Change. 
Halifax 166 121 -27 
Montréal 799 603 -25 
Toronto 502 423 -16 
Calgary 582 514 -12 
Vancouver 1,176 996 -15 


During this period, some of the most active housing markets experienced the largest 
decrease in the number of completed and unoccupied units. Calgary, for example, 
experienced the largest decrease in newly completed and unoccupied row and 
apartment dwelling units. — 


priced below $160,000 are in high 
demand. Overall, this means that 
multiple activity — semis, rows and 
condominiums — will be popular, 
up almost 10 per cent in 1998. 

Single starts will continue 
upward by more than 6 per cent in 
1998 after increasing by a spectacu- 
lar 25 per cent in 1997. In total, 
single starts will increase in 17 
centres. In centres where starts 
decrease, the drop will often be a 
moderation from very active 
markets in the past few years. 

Total housing starts in 1998 will 
rise the most in Calgary (25.0), 
Edmonton (22.4), Thunder Bay 
(20.1), Saint John (17.0), and 
Ottawa (15.9). Residential con- 
struction in Calgary is climbing to 
levels not seen since the boom 
years of the early 1980s. Fundamen- 
tals for the housing market will 
remain healthy, with employment 
gains solid, consumer confidence 
high and interest rates low. 
Although the cost of building a 
home has increased, a shift towards 
lower priced products will occur. 
Homes priced below $150,000 have 
gained a higher share of the market 
and will continue to do so in 1998. 

In the last few years, Calgary has 
quickly become one of Canada’s 
most important housing markets. 
Total starts are expected to rise by 
25 per cent in 1998, to 13,000 units. 
Construction has increased so 
rapidly in Calgary that the number 
of housing starts in 1998 is 
expected to reach 75 per cent of the 
level in Vancouver. Just two years 
ago, it was only 46 per cent. 

An improved economy will 
strengthen demand in Edmonton, 
particularly among repeat buyers. 
In the market in general, fewer 
listings and higher prices in the 
resale market will also shift demand 
towards new homes. Total starts are 
expected to rise by slightly more 
than 22 per cent to reach 6,000 
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units, after increasing in 1997 by an 
estimated 35 per cent. 

Thunder Bay will be in third 
position, with starts up 20 per cent 
in 1998, largely on the strength of 
an increase in multiples. Now 
familiar demographic trends of an 
aging population and a rising 
number of non-family households 
provide solid underpinnings for 
multiple development. This is 
reflected by the emergence of 
condominiums as an alternative 
dwelling style. Developers are also 
beginning to build freehold town 
homes. The total starts forecast will 
be 334 units in 1998, up from 278 
1997. 

The Saint John increase will be 
the result of reduced options in the 
existing market next summer. With 
the low number of available 
listings, repeat buyers will opt for 
more new homes. The total 
increase of 17 per cent will raise the 
year’s total to 275 units. 

Stronger consumer confidence 
based on improving employment 
prospects and low mortgage rates 
will continue to boost the Ottawa 
market in 1998. Starts are expected 
to increase by almost 16 per cent to 
4,260 units, led by a 20 per cent 
increase in single-detached homes. 


Some centres will have fewer 
starts in 1998, but almost all of 
them had high levels of activity in 
1996 and 1997. They are Chicou- 
timi (-29.2), Sherbrooke (-16.7), 


Windsor (-13.4), Halifax (-8.8), 
and Saskatoon (-3.5). 

In Chicoutimi the level of 
housing starts will be maintained 
by good affordability. The forecast 
decrease of 29 per cent would bring 
the level down to 340 units from 
the 480 units estimated for 1997. 
However, the 1998 level would be a 
more normal level of activity. The 
market became artificially buoyant 
in 1997 when many families were 


relocated following the 1996 floods. 


In Sherbrooke, starts will slow 
down because of diminishing 
activity in apartment starts. The 
625 units forecast is a decline of 
almost 17 per cent. With relatively 
high consumer confidence, many 
households will continue to leave 
rental units for affordable single 
units priced under $90,000. 

Even with a decrease of 13 per 
cent in Windsor in 1998, the level 
of activity will still be healthy. This 
drop will come on the heels of one 
of the best years on record for 
housing construction. Lower 
demand, which will bring the total 
number of starts down to 1,801 
units, is mainly the result of 
reduced job creation. 

Underlying the decline in 
construction in Halifax will be the 
withdrawal of first-time buyers 
from the less affordable new home 
market. Residential construction 
will fall by almost 9 per cent next 
year, to 1,825 units. 

Housing starts in Saskatoon will 
decrease slightly from the near- 
record level of 1,140 achieved in 
1997. Multiple activity will again 
show strength as inventories are 
exhausted. The decrease of 3.5 per 
cent should be seen more as a 
correction than as an actual 
decrease in activity. Household 
growth, sustained by modest job 
creation and income growth, will 
continue to support housing 
demand. 


L997, 


Realtors to be active in 1998 
as many markets hit all-time 
high 

Resales are expected to rise by 
slightly more than 1 per cent in 
1998, after increasing by more than 
6 per cent in 1997. Thirteen of the 
27 major centres will see more 
resales in 1998. 

Resales will increase the most in 
Saint John (up by 9.5 per cent), 
Ottawa (7.2), Calgary (4.5), 
Kitchener (4.4) and Hamilton (4.0). 

In Saint John, resale homes 
priced above $150,000 will become 
even more popular in 1998. The 
economy will continue to rebuild 
and pent-up demand for larger 
homes will be released. During the 
year, house sales will match the 
record attained in 1996 with 1,150 
units. 

Sales are forecast to increase 
more than 7 per cent in the Ottawa 
region, and to surpass the record 
of 10,000 sales achieved this year. 
Largely contributing to this 
performance are lower mortgage 
rates and the generally improved 
confidence in the long-term 
economic prospects of the region. 
The west end of the region will 
benefit from this increase more 
than others, as it has a large share 
of the region’s fast-growing high- 
tech industry. 

The spotlight in the west is now 
turning from Vancouver to the 
other side of the Rockies. Calgary 


resales will increase by almost 5 per 
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| ighlights of 1998 Forecast 
_ Percentage Change in Annual — 
_ Resales: 1997-1998 


Top Five % Bottom Five % 
SaintJohn 9.5 Charlottetown -22.3 
Ottawa -—S—« 7.2 Sherbrooke ~=—-11.6 

Calgary Hull -10.0 
Kitchener 44 — Chicoutimi -9.1 
- Hamilton 40 Windsor -5.9 
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Montréal’s flight to the suburbs slowing 
down: can this be a national trend? 


| he widespread movement 
| away from city centres, 
| which had major conse- 


_ quences for housing in the 1970s 


and 1980s, appears to be slowing 
down, according to a recent 
analysis of migration patterns in 
Montréal. 

The analysis examined data from 
various censuses and the latest 
migration figures from Statistics 
Canada, and found that the growth 
rate of suburban areas in 1989 was 
almost twice what it is today. Dur- 
ing the second half of the 1980s, 
growth in the most distant suburbs 
(22.3 per cent) was particularly 
noteworthy and coincided with a 
real estate boom off the Island of 
Montréal. Afterward, however, be- 
tween the 1991 and 1996 censuses, 
population in the outlying areas 
increased by only 12.4 per cent. 

Clearly, fewer households are 


| moving to the furthest reaches of 


the metropolitan area. Indeed, 


_ there has been a sharp decline in 


residential starts. 

Migration data confirm this 
trend. After a net loss of nearly 
40,000 people in 1990, the situation 
on the Island of Montréal im- 
proved to a net loss of just under 
15,000 in 1995. On the Island of 
Laval and in the central part of the 
South Shore, there was a net gain of 
10,000 inhabitants in 1987 and 1988 
and annual losses of nearly 900 peo- 


_ ple yearly from 1993 to 1995. 


All the figures taken together 


| show smaller and smaller migratory 


surpluses in the more distant parts 
of the metropolitan area; that is, in 
the rest of the South Shore, the 


| North Shore, and the MRC de 


_ Vaudreuil-Soulanges. Indications 
_ are, however, that this area still 
attracts households that must leave 


the city core in order to afford 
home ownership. 

What will happen in the long 
term? Will the population continue 
to move away from the Island of 
Montréal? Demographic data is 
very clear: the number of people 
between 25 and 35, that is, those 
most likely to become home 
owners, will continue to decline. 
Consequently, the move to the 
suburbs can only further slow 
down over the next few years. 


If this pattern indicates a 
nationwide trend, it could have 
implications for all sectors of the 
housing industry. 


This article was written by Jean 
Laferriére, Market Analyst at CMHC’s 
Montréal Office. For more information, 
contact Jean at (514) 496-8564. This 
article was first published in the local 
Housing Market Outlook, Fall 1997. To 
order this publication, please call 
1-800-668-2642. 
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How useful are average house prices? 
New research shows how to make them more 


accurate 


he average prices of homes 
T sold on real estate markets 

are reported year round. 
Consumers are interested in the 
price of the “average” house within 
a given area, and pay attention to 
how this average price changes over 
time and varies by region. Such 
prices help industry participants 
assess market demand and risk. 

A regular average, however, can 
present a cloudy picture of housing 
demand and supply because it is 
highly influenced by changes in the 
composition of the characteristics 
of houses sold each month. For 
example, when more luxury homes 
are sold, the average price increases. 
In such a case, the average price 
reported does not reflect “pure” 
changes in overall house prices. 
This is referred to as the problem 
of compositional shifts. 

While it is generally accepted 
that most real-estate data are to 
some extent inaccurate because of 
compositional shifts, the industry 
has devoted little effort to correct 
this inaccuracy. Most of the study 
in this area has been confined to 
academic research. However, this 
problem has been tackled by a new 
research report: Compositional 
Shifts and House-Price Indexes, 
recently published by CMHC. 

The challenge undertaken by the 
report was to develop a meaningful 
and accurate average price for real 
estate. The method of calculating 
the average had to be able to filter 
out the price changes caused by a 

mix in the properties sold and 
_ isolate the pure price change. 

The study examines the extent 
of compositional shifts in the 
calculated straight average of house 
prices (regularly seen in media 
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reports on average house prices). It 
then builds three alternative 
average prices that use different 
methods of correcting for shifting 
composition in monthly house 
sales. These slightly more compli- 
cated ways of calculating the 
average price, also referred to as 
price indexes, are (1) the overall- 
weights index, (2) the price-ratio- 
adjusted index, and (3) the hedonic 
price index. 


The overall-weights index 


This method of calculating the 
average price corrects for composi- 
tional shifts due to location. When 
more homes are sold in an expen- 
sive sub-region, the average price 
for the whole region will increase. 
In technical terms, the sub-region’s 
weight in calculating the average is 
growing. 

Take a hypothetical market 
where ten homes are sold in each of 
two consecutive months. 

In the first month, two identical 
two-storey homes in an expensive 
sub-region each sell for $200,000; 
this sub-region has a weight of 20 
per cent (2 out of 10). Eight identi- 
cal single-detached homes sell for 
$100,000 each in a less expensive 
sub-region; this sub-region has a 
weight of 80 per cent (8 out of 10). 
The average price for the whole 
region is $120,000 (20%x$200,000 
+ 80%x$100,000). 

In the following month, eight 
identical two-storey homes each 
sell for $200,000 in the expensive 
sub-region and two identical single- 
detached homes each sell for 
$100,000 in the less expensive sub- 
region. This time the average price 
for the whole region is $180,000. 
Note the reversal of weights by 


sub-regions. Average prices have | 
gone up because of shifting | 
composition only. 

As its name implies, the overall- 
weights index corrects for shifting 
composition by calculating each 
region’s historical weights for all 
months available. These overall 
weights are then used to calculate 
the adjusted monthly averages. | 

During the two months in our 
example, each region had 10 sales. 
The overall weight for each sub- 
region is 50 per cent (10 out of 20). 
The average price in the first month | 
for the whole region would be 
$150,000 (50%x$200,000 + 
50%x$100,000). The second month 
average price would also be 
$150,000. In this case, the month- 
over-month price change is zero, 
and this is the pure price change. 


The price-ratio-adjusted index. | 


Like the overall-weights index, this 
index corrects for compositional 
shift due to location. However, 
rather than taking the average | 
prices as given and adjusting each 
region’s proportion of sales | 
(weight), this method takes the 
proportion (weight) of sales as 

given each month and adjusts 

prices (changes their weights). 


The hedonic price index 


The hedonic price index, also 
known as the constant-quality 
price index, compensates for com- 
positional shifts by taking a de- 
tailed look at the characteristics of 
each house sold. The characteristics 
examined here are house size, 
number of bedrooms, number of 
bathrooms, annual total taxes, style 
of house, and age of house. The 
regression 
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Local housing market cycle 


cent in 1998 to set a new record of 
23,000 sales. Stronger demand and 
scarce listings will continue to bid 
up prices and send buyers to the 
new home market for alternative 
supply. An increasing population 
and rising personal incomes are also 
feeding housing demand. 

In the best year for local realtors 
since 1990, Kitchener’s resales will 
reach 4,700 units in 1998, up 4.4 
per cent. The local housing market 
will benefit from improving con- 
sumer confidence, low mortgage 
rates and stronger employment 
growth. While sales are expected to 
be strong in 1998, home listings 
will drop further until continually 
rising resale prices convince home 
owners that the time is right to sell. 

Next year, resales in Hamilton 
will reach their highest level since 
1989. The total number of sales will 


_ be 10,500 units, 400 more than this 
_ year’s estimated total. Low 


mortgage rates, strong consumer 


_ confidence and employment 
| growth will all contribute to the 4 


per cent growth expected in 1998. 


« » « continued from page 5 


Declining resales in 1998 will oc- 
cur most notably in Charlottetown 
(- 22.3), Sherbrooke (-11.6), Hull 
(-10.0), Chicoutimi (-9.1) and 
Windsor (-5.9). Because many of 
these markets have been buoyant in 
the past few years, the decrease 
will represent a normal market 
adjustment. 

Sales of existing homes were 
especially strong in Charlottetown 
in 1997 and will decrease by 22 per 
cent next year. Part of the reason is 
that mortgage rates will not be 
quite as favourable as this year, and 
full-t ime employment will not 
have completely recovered from 
the loss of jobs when Confedera- 
tion Bridge was completed. The 
decrease will bring total sales to 400 
units, down from 515 estimated for 
1997. 

In Sherbrooke, the continued 
slowdown in employment will 
discourage housing sales in 1998. In 
total, 800 units will change hands, a 
decrease of almost 12 per cent from 
this year’s 905 sales. 


The Outaouais resale market 
will decline in 1998 after a record- 
setting year in 1997, which sur- 
passed by 13 per cent the excellent 
performance registered in 1996. 
The 1997 level was even better than 
the record year of 1989-90, when 
the market was extremely active. 
The total number of sales is fore- 
cast to be 1,800 in 1998, for an 
adjustment of 10 per cent. 

The resale market in 
Chicoutimi will slow down by 9 
per cent in 1998. This is three times 
the rate of decrease in 1997, and 
will bring the level of transactions 
to 1,300 units, 130 units fewer than 
in 1997. Because builders have 
adjusted to demand and made new 
homes more affordable, existing 
homes have become less popular. 

In Windsor, market activity will 
continue to slow in 1998 as sales 
fall below 5,000 units. Rising prices 
and slightly higher borrowing costs 
will dampen affordability slightly 
and result in a reduced level of sales 
of around 6 per cent. 


continued on next page 


Hottest and Coolest Markets for Resales in 1998 
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Hottest and coolest resale 
markets for 1998 


All 27 major resale markets are 
shown in the accompanying chart 
Hottest and Coolest Markets for 
Resales in 1998. It shows the 
relative position of Canada’s 27 
major markets by comparing the 
number of sales and average prices 
forecast for 1998. 

As shown in the chart, resale 
home prices are forecast to rise in 
many centres next year. In fact, 
none of the major centres will 
experience a price decline in 1998. 
The average price of a single resale 
will increase by at least 1 per cent in 
23 of the 27 major centres in 1998. 
Of the 23 centres, most will be in 
at least their second year of average 
price increase as a result of 
increased demand and lower levels 
of listings. 

The coolest markets, those 
forecast to have both declining 
resales and average prices relative to 
1997, are closest to the bottom left 
quadrant. The hottest markets, 
those forecast to have a positive 
increase in sales and an increase of 

at least 1 per cent in average prices, 
_are in the top right quadrant. 


More price growth in many 
centres in 1998 


A key indicator of new home price 
increases 1s the New House Price 
Index (NHPI). According to 
~CMHC’s latest local forecasts, the 
| index should increase in 19 of the 
21 centres surveyed in 1998. The 

| NHPT is estimated to have 
increased in 14 centres in 1997. 

_ NHPI growth will be the 
strongest in Calgary for the second 
consecutive year, with an increase 
of 7 per cent. This is almost twice 
the magnitude of the second 
highest increase, Regina with 3.6 
per cent. In Regina, prices will be 
driven up because of very active 
buyers in the new housing market. 
According to Paul Caton, Senior 


ADIAN HOUSING 


MARKETS = FOURTH QUARTER: 19 97, 


Market Analyst for Saskatchewan 
markets, “Builders have started to 
build on spec, something that 
hasn’t occurred throughout much 
of the nineties.” 

The most expensive new single- 
detached properties will remain in 
Vancouver, with an average price of 
$502,000. This is more than six 
times the price of a new single- 
detached home in the Saguenay 
($ 81,000). (see chart below) 

Average resale home prices will 
rise more than 1 percent in 23 of 


the 27 major centres in 1998. This 
is four centres more than in 1997. 
Prices are expected to rise the most 
in Calgary (8.4 per cent), 
Saskatoon (7.8 per cent), Toronto 
(4.7 per cent). Price increases will 
be the result of stronger demand 
over the past few years and a lower 
number of listings. Many markets 
are tightening as increased employ- | 
ment opportunities build up 
consumer confidence towards 
housing.@ 
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How useful are... 

continued from page 7 

technique breaks down the month- 
over-month price change into pure 
price change and quality price 
changes. The result interprets 
changes in terms of price only and 
keeps quality constant. 


Conclusions 


(1) Large compositional shifts 
result in volatile average prices. 
Each index provides estimates of 
house-price changes that are about 
equal to, or slightly lower than, the 
standard average price. The hedonic 
index provides the lowest period- 


LOCAL HOUSING MARKET 
INDICATORS 
(pages 2 & 3) 


Total Employment 


The number of people employed in the 
CMA in all industries in a given year. 


Total Housing Starts 


Total number of starts for all housing 
types for the year. 


Single Housing Starts - 
Total number of single housing units 
initiated during the year. 


New House Price Index 


A measure of change in the prices 
charged by contractors for new 
residential houses whose detailed 
specifications remain the same 
between two consecutive periods. 


Single New House Price 


The weighted average price of all units 
sold during the year. 


Number of MLS Sales 
(residential) 

Total number of sales for all types of 
residential dwellings sold through MLS 
for the year. This number is supplied 
by local real estate boards. 


Single MLS Average Price 
Weighted average price of single 
family homes sold through MLS for the 
year. Price data is supplied by local 
real estate boards. 


Three-Unit plus Apartment 
Structures Vacancy Rate 
Overall private market vacancy rate 
reported in CMHC’s Rental Market 
Survey for October. 
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to-period fluctuations in estimated 
“pure” house-price changes. 
(2) The overall-weights and price- 
ratio-adjusted indexes compensate 
for the significance of composi- 
tional shifts and thereby reduce the 
large period-to-period fluctuations 
in the average price. 
(3) The hedonic index recognizes 
that compositional shifts in 
housing characteristics other than 
region are important determinants 
of house-price averages. 
(4) The results suggest that the 
overall-weights index is better than 
the price-ratio-adjusted index in 
accounting for compositional 
shifts. This may be because house- 
price changes were not uniform 
across the ten geographic regions 
of Montréal used in the study. 
The hedonic index provides lower 
period-to-period fluctuations than 
the standard mean index. In fact, it 
is the only index that demonstrates 
a clear price trend. Whereas all 
other indexes show average prices 
rising, the hedonic index indicates a 
downward price trend after about 
1990. The report offers some 
explanations for this observation 
based on the significant recession 
of 1990-91. 

Overall, it is difficult to say 
which method is best at correcting 


the standard mean index. The over- 
all-weights index appears to be 
better at correcting for composi- 
tional shifts than the price-ratio- 
adjusted index. The hedonic 
method is the most accurate of all, 
though it is the most difficult to 
use. 

These alternative methods of 
calculating the average prices of 
houses can benefit all market 
participants by turning the focus 
onto pure prices changes, which in 
turn reflect market fundamentals. 
Households can formulate a 
rational expectation of potential 
price increases; builders can base 
their plans on a pure house price 
change; and lenders can minimize 
risk by knowing true price 
changes. @ 


Detailed findings of this study can be 
found in the report Compositional Shifts 
and House-Price Indexes, by 
Christopher Ragan, Department of 
Economics, McGill University. The 
project was carried out with the 
assistance of a grant from CMHC 
under the External Research Program 
(CMHC file 6585-R065). 

The opinions reflected in this article 
are those of the researchers and do not 
represent the official views of CMHC. 

For a copy of the report, contact the 
Canadian Housing Information Centre 
at (613) 748-2367. 
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or to rent? 


eborah and Jeff are in their 

mid fifties. They live in a 

large two-storey house 
valued at $250,000 and are 
mortgage free. The way they think 
about housing is changing because 
their youngest child left home last 
year and Jeff plans to take 
advantage soon of an offer from 
his company to retire early. 

For a number of reasons, they 
think it may be time to sell their 
large home. A smaller house 
would be easier to manage 
financially. It would take less time 
and effort to keep up. It could 
even give them more security and 
the freedom to travel. 

Like a growing number of 
Canadians entering their empty- 
nest years, Deborah and Jeff have a 
number of questions about their 
home financing options: What are 
the financial implications of 
choosing a smaller bungalow, 
townhouse or condominium 
apartment? What are the 
advantages of buying? of renting? 
If they buy, would they be farther 
ahead paying cash or putting down 
a minimum down payment? 

This article considers these 
housing alternatives objectively 

_and offers calculations for 
considering them in depth. An 

_ examination of all the financial 
factors that should be considered 
can help confused home owners 


Centre 


Moving down 


First Quarter 1998 


in the nineties ...to buy 


and interested financial advisors 
examine a given situation from all 
points of view. 

This discussion recognizes that 
the final decision is based on a 
number of non-financial factors 
and that home owners must assess 
their own unique circumstances 
before making what, in the end, is 
as much an emotional as a financial 
decision. 

The article is based on the Buy 
or Rent Decision Model® available 
mmLOLUs or EX GEL 5: 
spreadsheet. This model was 
described in “Rent or Buy a House 
in the 1990s... Who do You 
Believe?” (CHM, third quarter 
1996). It consolidates all the major 
factors and financial assumptions 
that must be considered by empty 
nesters or others considering a 
move out of a large house. 

The model (see box) is flexible 
enough to be adapted to a variety 
of situations. Besides showing the 
financial implications of different 
courses of action for move-down 
buyers and renters, it can also help 
first-time buyers decide whether 
to buy or rent. For people who 
decide to move to a less expensive 
home, the model can show 
whether to increase the down 
payment or to invest some or all of 
the proceeds from the sale of their 
original home. 
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Applying the model 


For years, Deborah and Jeff made 
payments on the large home they 
live in, but they now feel that they 
could be as comfortable in smaller 
quarters. In considering less 
expensive houses, they want to be 
certain to make the wisest financial 
decision from all perspectives. 
They have gathered information 
about how to sell their home to 
free up time and money. 

This is a complex decision, 
involving many factors the couple 
may never have considered. It is 
important for them to consult 
with experts who are familiar with 
the various elements of this 
decision so that when they begin 
to use the model they can provide 
figures that accurately reflect their 
financial situation. 

In using the model, Deborah 
and Jeff must be aware of its major 
assumptions: 


a) They will invest the difference 
between their present equity 
and the amount they decide to 
put down on their new house. 
At the end of the investment 
period they choose in the 
model, they will sell the new 
house and there will be a real 
estate fee. This will offer a 
meaningful comparison on a 
“cash” net present value. 


continued on next page 


b) If the couple rents instead of 


buying down, they will deposit 
Do you have in short term investments, such 
home -buying clients as T-Bills and GICs, any surplus 
A : : that results from renting, and 
in the financial maze? will earn an annual after-tax 


return. The model will be most 
effective if the couple enters an 


exact percentage (up to 100 per 
Are they better off cent) of the difference that they 
buying or renting ? will save or invest if they buy 
| a down or rent down. 


| I Buy or a c) The couple will reinvest all 
Y Pecision Modes | interest and dividends from 
ey i | investments. As a result, they 
must deduct capital gains taxes 
in order to determine after-tax 
value. 


d) Any RRSPs they purchase will 


Buy or Rent Decision Model syeutvallsbeteb ewe 


Available in either Lotus or taxed as income. To reflect the 
Excel 5.0 formats advantages of RRSPs, the model 


assumes that the tax refund in 


You — and 
they — need the... 


» This interactive model will let you give the first year (the RRSP 
the best housing advice to clients unsure cont pute as 
P is added as an investment. The 
of whether to buy a home or rent. It will moduaenen aren eee 
help them make the best decision based RRSPs since the additional 
on their personal financial circumstances SO a eee 
, Pie becomes more of an unknown. 
— with no generalities. (We have not included RRSP 
oe, ; contributions in our example.) 
>» The Buy or Rent Decision Model is an The modeloliome Decora 
excellent customer tool for all financial Jeff to calculate a variety of 
advisors, lenders, builders and realtors. factors: 
¢ The model deducts purchasing 
» Available from Canada Mortgage and costs for the smaller house. 
Housing Corporation for only $19.95 plus * To pays thesmaisaae oa ae 
Shi home, the couple may want to 
tax and shipping. make early principal payments. 


When the model calculates 
them, it assumes that total 
monthly payments would have 
been the same if Deborah and 


Jeff had rented. 


Alternatively, the couple can 
enter another monthly rent 
The spreadsheet can be purchased figure. 


and downloaded from the By using the age and price of the 
Canadian Housing Markets Online Service Bauer ae 
calculates the remaining shelter 
at www.chmos-sd-mloc.ceds.com 


continued on next page 
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USING THE MODEL 


1) Deborah and Jeff sell their senior executive house for $250,000. 

(This was the average price of a senior executive home in the 
western part of Ottawa in summer 1997, according to a major real 
estate firm.) Legal and other fees of $17,000 are deducted from the 
selling price. 


5) The couple purchase a Bune iow for $150,000. (This is the average 
price of a resale bungalow in the western part of Ottawa.) In the first 
simulation, they do not require a CMHC-insured mortgage since 
they can pay cash with the proceedings of the earlier sale. In the 
second simulation, they pay a minimum down Pa nage and 
other fees are $2,400. 


3) The down payment i in the first simulation is $150,000 (100 per cent 

of the house price). There is no amortization period. In the second 
“simulation, with the mortgage, a 25-year amortization BoIO6 is used 
and the mortgage rate is 8 per cent. 


| 4) No additional payments are entered. 


. 5) Annual property taxes are $2, 565, or 1.7 per cent of the house 
____ price. (The figure is based on statistics from a large real estate firm.) 
__ Insurance on the building is 0.2 per cent of house price, or around 
= $270 per year. Insurance on belongings, paid by both home owners 
and renters, does not figure into these calculations. 
a Property taxes, insurance, and maintenance expenses are 
assumed to increase annually at 1.5 per cent. As buyers, Deborah 
and Jeff plan to invest outside their RRSPs. In the first case, they 
invest the entire difference between the purchase prices of the two — 
houses. As renters, in the second simulation, they invest the entire 
difference between the higher shelter costs and lower rent. 


6 Rent i is $1, 000. (T his i is based on Statistics from the same real estate 
: firm asin 2).) — 


7) The rate Sere on ‘Getter vs rent cost is 5 per cent. This is 
roughly the return on short-term money instruments such as - 
commercial paper, GICs and T-Bills. In contrast, the rate earned on 
investment, including the difference between the sales of the 
executive home and the purchase price of the new home and RRSP 
growth, is 8 per cent, reflecting a lower risk investment comparable 
to house Aauily. The personal tax rate is 40 per cent. 


5) Real estate price growth for the bungalow is 2.8 per cent the first 
year, 2.1 per cent the second and 1.5 per cent for the remainder of 
the study period. Rent inflation is 0.5 per cent in the first two years 
and 1.5 per cent afterward. (New rental legislation in Ontario could 
make rents increase by more than the estimated inflation.) There are 
four investment periods: one of 28 years based on average life 
expectancies of males and females of 55 years of age (Statistics 
Canada), 25 years, 15 years and five years, as Deborah and Jeff are 
curious about their financial position in the medium and short term. 
The table shows the results for the investment periods, as well as 
cases with the purchase of other types of homes. 


9) When the house is sold, the real estate fee is 6 per cent. With a 
discount broker, this fee can be lower. m 


costs, that is, annual expenses 
and maintenance expenses. (If it 
is available, the buyers can 
substitute more detailed 
information froma variety of 
sources: local real estate boards, 
realtors, local builders, local 
CMHC reports and Statistics 
Canada.) 


Deborah and Jeff can enter a 
number of financial and economic 
indicators: 

— arate of return for an 
amount earned on the 
difference between rent and 
shelter cost 

— a rate for investment and 
RRSP growth 

— a personal tax rate 

— annual real estate price 
growth 

— annual property tax and 
expense inflation 

— annual rent inflation 

They should also subtract the 
legal and real estate fees required 
for the sale of their current home, 
and calculate how much cash will 
remain to invest after they pay for 
a smaller house. 

The model calculates an 
after-tax value for the new house 
and a value for the couple’s 
after-tax assets if they rent. The 
difference between the two figures 
is a net rent or net buy value. We 
are interested in the net value, to 
see how far ahead a household will 
be if it sells the more expensive 
home. Finally, the model discounts 
the net value at the after-tax 
growth rate for RRSPs and 
investments to arrive at a value in 
today’s dollars. 

Financial results are projected 
for up to 50 years, and Deborah 
and Jeff can view their own results 
for up to 30 years in graph form. If 
the couple wants to know the 
value at the end of a given year, 
they simply enter the year into the 
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model’s Investment Period 
location. 

The decision to move down 
encompasses financial and 
emotional considerations. It is 
personal, and the model can offer 
help with only a part of the 
decision. Nevertheless, the 
financial aspect is extremely 
important and it must be 
accounted for. If it is, a potential 
move down household will know 
just how much it will cost to 
override the numbers when 
emotional factors come into play. 

The reasons for households to 
sell or stay are as individualized as 
the people themselves. In the end, 
Deborah and Jeff must make the 
decision on their own. But if they 
examine the numbers closely and 
consider the financial conclusion 
along with their own prospects and 
goals, the model will put them in a 
better position to make the right 
decision for them. 


What the model shows 


The decision to move down is 
financially beneficial in many 
instances, especially in the medium 
to long term. In the long term, it is 
even more often a better financial 
decision. 

Renting down is advantageous 
in some circumstances, such as 
when the second house that could 
be purchased is still costly enough 
not to free up enough cash for 
investment purposes or when the 
house is owned for a short period 
of time. 

When the couple buys down, 
purchasing with a mortgage will 
earn more than paying cash, 
especially in the long term. This is 
because in the short term a large 
payment will leave this couple less 
to invest at better returns. On the 
other hand, equity grows with a 
mortgage and adds to the 


investment growth. (See the Table 
of Move Down Net Values.) 
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Table of move down net values 
(In today’s dollars) 


B=buy value 


28-year 


25-year 5-year 


15-year 


R=rent value 


Sold nas ee 
No mortgage R=$85,627 
B=$8,784 


90% mortgage 


No mortgage 


ee 


90% mortgage 


No mortgage 


90% mortgage 


In summary, the model shows 
that the more cash that can be 
freed up when a suitable home is 
purchased, the more potential 
there is for long-term profits. But 
purchasers need to be disciplined 
enough to invest the cash that is 
freed up and to invest at after-tax 
returns greater than might be 
produced by the home purchase. 

This table presents the 
calculations for the purchase of a 
bungalow — that is, it works out 
the option of buying a small 
single-family house for $150,000 
or renting it for $1,000 per month 
— and shows how the results 
would differ with the purchase or 
rental of a townhouse or a 
condominium apartment. 

In our scenario, renting would 
be a better financial option than 
paying cash because renters could 
put more money into investments 
and earn better returns. But if the 
bungalow is bought with a 
mortgage of 90 per cent, the 
couple could increase their net 
value by combining their increased 
equity through monthly payments 
with a return on investments. 
Renting would yield better returns 
for about 15 years, but it would 
then become more advantageous 
to have bought, and that advantage 


R=$12,365 


B=$47,429 


B=$9,214 
B=$61,140 
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R=$12,715 


R=$63,990 B=$900 


B=$5,891 


R=$4,289 R=$11,301 


R=$400 


B=$22,332 


B=$12,832 


B=$43,858 B=$27,668 B=$5,105 


B=$18,753 


B=$33,744 


B=$16,693 


B=$57,187 B=$38,378 B=$9,982 


would increase in every year 
afterward. 

In the two other cases, a 90 per 
cent mortgage would be more 
advantageous than renting. The 
buy advantage would diminish 
with time for a house entirely 
purchased with cash because of the 
lower returns on housing. With a 
townhouse or condo with a large 
mortgage, the combination of 
equity build up and money 
invested would maximize financial 
returns. This can also be explained, 
in part, by the return on money 
invested that is more important. 

All these calculations show the 
importance of taking all factors 
into consideration at the time of 
purchase. With the rise or fall of a 
few figures, the decision to buy or 
rent could change, especially in 
borderline cases, when there is 
only a marginal difference between 
the options to begin with.™ 
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New study identifies leading causes of 


bankruptcy 


In a new Industry Canada study of individuals seeking bankruptcy protection, the most 
commonly cited cause was a decline in income following a loss of employment. The new jobs 
found by many respondents left them with less income than before. There are significantly 
more women and students declaring bankruptcy now than 20 years ago. 


he issue of personal 
bankruptcy has been 
getting a lot of attention in 
the 1990s. In 1997, a record 85,297 
Canadians (a rate of 2.8 per 1,000 
persons) went bankrupt. Given the 
importance of this issue to 
consumers and industry, and the 
possibly significant role of 
mortgage debt, the recent Industry 
Canada study should be of interest 
to the housing industry. 

The study, based on a survey of 
people applying for bankruptcy 
protection in early 1997, provides 
information on why individuals 
filed for bankruptcy. It gives a 
breakdown of their finances 
(assets, liabilities and income) and 
employment situation, and offers a 
demographic profile (detailing 
such information as age, marital 
status, education and gender). 
Where possible, it also compares 


the results of this survey and a 
_ similar survey carried out in 1977. 


In addition to the survey, the 


_ Industry Canada study also 

_ examined Statistics Canada data to 
see whether there are any links 

_ between various economic 

_ statistics and the number of 
bankruptcies. 


Reduced income the 
leading cause of 


bankruptcy 


Survey respondents were asked if 
there were any particular events or 
debts that triggered their potential 


bankruptcy. Graph 1 shows the 
range of answers. 

The responses add to more than 
100 per cent because the question 
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was open-ended: respondents were 
allowed to list more than one 
event. 

The top reason for insolvency 
was a decline in income as a result 
of job loss. More than one quarter 
of the potential bankrupts were 
unemployed, compared to 9.5 per 
cent of the overall population. The 
main employment difficulty facing 
potential bankrupts, however, was 
the inability to find steady, well- 
paid work, not the inability to find 
any work at all. 

This distinction is evident from 
the fact that only 12 per cent 
reported that they had not worked 
at all in the last year, while 28 per 
cent said they had worked all year. 
The median number of weeks 
worked in the last year was 40. The 
distinction also shows up in the 
results of another question, which 
asked respondents to rate the 
extent to which six specific factors 
had contributed to their 
insolvency. “Not Enough Work” 
got a high rating from 53 per cent 


of respondents, while only 38% 
gave a high rating to “Loss of Job.” 
Fully 43 per cent gave a low rating 
to job loss as a factor. These 
figures lead to the conclusion that 
debt problems for most individuals 
can be traced to their inability to 
find another job that pays as well 
as one they have lost. 


Mortgage debt not a key 
factor 


The possible role of mortgage debt 
in contributing to bankruptcy is of 
particular interest to the housing 
industry. While only 4 per cent of 
the respondents who named a 
triggering event mentioned 
mortgage debt, this figure should 
be weighed against the fact that 
only 23 per cent of all respondents 
had a mortgage when they applied 
for bankruptcy. A further 8 per 
cent said they had sold their house 
in the last two years. 


continued on next page 
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Graph 1 


Events/Debts Triggering Insolvency 
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SOURCE: Industry Canada. 
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Far more prevalent than 
mortgages were other types of 
debt, notably money owed to 
Revenue Canada (see graph 2). 


Profiling potential 
bankrupts 


Low incomes, high liabilities 

Not surprisingly, potential 
bankrupts in the study typically 
had very low incomes. The median 
household income of individuals in 
the 1997 survey was about 
$24,000, compared to $37,130 for 
all Canadian families and 
unattached individuals. 

In 1997, the median level of 
liabilities was $26,016, slightly 
lower than the 1977 figure, which, 
when adjusted for 20 years of 
inflation, was $28,249. Potential 
bankrupts usually have a negative 
net worth — that is, their assets 
are less than their liabilities. In 
1977, the median level of net 
worth was -$23,362, and it 
improved to -$16,885 in 1997. 
Given the variability of the data, 
however, the study concludes that 
potential bankrupts as a group are 
in about the same position in 1997 
as they wereun 197/. 


Most susceptible: young people, 
particularly students, and divorced, 
separated and widowed persons 
On the whole, potential bankrupts 
in the current study were younger 
than the overall Canadian 
population (see graph 3). This 1s 
understandable in light of the fact 
that young people generally have 
fewer assets that can be liquidated 
in the event of financial distress. 
Young people were also 
overrepresented in the 1977 
sample. One major difference is 
that student loans are more 
evident in bankruptcy now. While 
the 1977 study found that virtually 
none of the respondents had 
student loans (even though more 
than 40 per cent of the sample 
were under 30), 45 per cent of 
those under 30 in the Industry 
Canada survey had a student loan, 
and the median loan amount was 
$10,315. Increased student 
bankruptcy is the result of higher 
tuition fees, fewer grants 
compared to loans, the fact that 
loans are granted on the basis of 
need rather than ability to repay, 
and greater difficulty finding a job. 
Divorced, separated and 
widowed persons were also more 
numerous in the sample of 
potential bankrupts than in the 
Canadian population overall. They 


Graph 2 


Debts of Potential Bankrupts by Type 
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Graph 3 


Age Distribution: Potential 
Bankrupts vs Canadian 
Population 
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SOURCE: Industry Canada. 


made up 29 per cent of the sample 
but only 7 per cent of the 
Canadian population aged 15-64. 
Similarly, in 1977, the same group 
made up 22 per cent of potential 
bankrupts but only 6 per cent of 
the population 15-64. This reflects 
the economic hardship often 
created by family breakup. 

The biggest demographic 
change between the 1977 and 1997 
samples was the increase in the 
percentage of single people. Their 
share rose from 8 per cent of the 
earlier sample, far less than their 
share of the population, to 28 per 
cent of the current sample, about 
in line with their share of the 
population. This is likely linked to 


the increase in student loans. 


Increased bankruptcies amongst women 


The greater participation of 
women in the labour force has also 
led to their increased share of 
personal bankruptcies. In the 1997 
survey, women accounted for 41 
per cent of potential bankrupts, up 
significantly from 25 per cent in 
19a 

As well, unmarried women are 
in greater financial difficulty than 
unmarried men. This is most 
clearly illustrated by the fact that 
in the 1997 survey the median 


continued on page 8 


New analysis of historical trends in 
housing affordability available in April 


his April, CMHC will 
T publish a special edition of 

Canadian Housing Markets 
entitled “Affordability Trends in 
Canada’s Major Centres 1970 - 
1997.” This publication will 
provide a detailed analysis of home 
affordability trends in Canada’s 
major urban markets since 1970. 

The report will provide market- 
specific historical information that 
has never before been available, 
and will contain a national 
overview plus a series of 
three-page reports on each of the 
27 major urban centres. It will 
analyse all of the major factors 
that affect affordability — house 
prices, renter incomes, mortgage 
rates, property taxes and heating 
costs — and will take both 
demand-side and supply-side 
affordability indicators into 
account. The local market reports 
will include historical data on 
changes in the number of renter 
and home owner households. 
Here are some of the highlights 


_ of the report: 


| 


| * Housing affordability, as 


measured by the percentage of 
renters who can afford to 
purchase a starter home, is 
much higher today than in 1970. 
For all urban centres combined, 
23 percent of renters could 
afford to buy in 1970. By 1997, 
this figure had risen to 40.5 
percent. 

Affordability was up in all 27 
urban centres. The largest gains 
in affordability occurred in 
Atlantic Canada, while the 
smallest gains were in Vancouver 
and Victoria. 


le The pattern of affordability has 


varied widely between 
metropolitan areas and regions. 
Some areas peak when others do 


not because of variable rates of 
household and income growth 
and changes in starter home 
prices. 

The decline in mortgage rates 
from 10.1 percent in 1970 to 6.7 
percent in 1997 is the most 
significant factor responsible for 
the increase in affordability. 
Supply-side affordability 
indicators are the percentage of 
resale or new houses that could 
be purchased by a household 
with average renter household 
income. The resale indicator is 
at a record high in 12 centres 
and the new home indicator is 
also at a high in 17 cities. (These 
supply-side indicators of 
affordability are available only 
for the years since 1990 and 
include only renters aged 20-44 


who do not qualify for social 
housing programs under the 
National Housing Act.) 

Since 1970, the total percentage 
increase in renter income has 
exceeded the increase in house 
prices for half of the 27 centres. 
This was the case for all of the 
markets in the Atlantic and 
Prairie regions. In B.C. and 
Ontario, by contrast, house 
prices in many centres have 
gone up by more than incomes, 
in some cases (such as Toronto, 
Vancouver and Victoria) by a 
significant amount. Most of the 
improvement in affordability in 
the 1990s has come from lower 
mortgage rates.™ 


For information on how to purchase the 
report, call 1-800-668-2642. 


HOUSING MARKET OUTLOOK 
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Now, you can get an insightful report that provides 
analyses and forecasts of the most recent movements 
in the resale and new housing markets in more than 
26 major urban centres. 

Housing Market Outlook looks at market trends, 
including 

Y local MLS activity, 

Y average prices, 

Y ratios comparing sale prices and list prices, 

V factors affecting the local economy, 

Y’ forecasts for housing starts and new home prices, 
Y sales levels, 

Y and mortgage rate. 


Housing Market Outlook — available three times per year in larger urban centres and 
two times per year in smaller urban centres. Spring issue available April 1998. 


TO ORDER 
In Canada call 1-800-668-2642 
For international orders call (613) 748-2003 


We accept VISA, MasterCard or American Express cards. 


Several market analysis publications are now available on the Internet through the 
Canadian Housing Markets Online Service (CHMOS). Find out how to use this timely 


service by calling 1-888-246-6763. 
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continued from page 6 


ratio of unsecured debt to income 
for unmarried women was 1.16, 
compared to 0.93 for unmarried 
men. Part of the reason the 
unmarried women have more 
difficulty is that they have more 
dependents than the men. In the 
survey, 42 per cent of unmarried 
women had at least one dependent, 
compared to only 19 per cent for 
unmarried men. 


Macroeconomic statistics 
poor leading indicators of 
bankruptcy 


In conjunction with this study, 
Industry Canada examined 
Statistics Canada data on actual 
personal bankruptcies each year to 
see if the number could be linked 
to various macroeconomic 
statistics, such as unemployment, 
GDP and debt:income ratios. 
During some time periods, cyclical 
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movements in the number of 
bankruptcies did move in line with 
these statistics. For example, a 
decline in the debt:income ratio 
between 1980 and 1984 was fol- 
lowed, with a lag, by a drop in the 
number of bankruptcies between 
1982 and 1985. These types of 
co-movements, however, did not 
occur consistently, and in general, 
the study concluded that broad 
economic Statistics are not very 
good at explaining long-term 
changes in the number of bank- 
ruptcies. This is primarily due to 
the fact that people seeking bank- 
ruptcy protection are a diverse 
group facing different social and 
economic circumstances.@ 


To obtain a copy of the complete study, 
An Empirical Study of Canadians 
Seeking Personal Bankruptcy Protection, 
please contact Keith Robinson, Office of 
Consumer Affairs, Industry Canada, (613) 
Oa 2e20 OMe 


Hae UPS TONG G 


Canadian Housing Markets is a quarterly publication 
featuring CMHC’s affordability indicators and 
housing forecasts semi-annually. The affordability 
indicators and the housing forecasts are based on 
the expertise of local market analysts across the 
country. 

The national contributors are Greg Goy, Bruno 
Duhamel and Brian Sparks. Comments and requests 
for additional information may be referred to Greg 
Goy, Manager,Products and Services, Market 
Analysis Centre, Canada Mortgage and Housing 
Corporation, Ottawa. 

Tel.: (613) 748-2582. Internet: 
ggoy@cmhc-schl.ge.ca 

To subscribe: in Canada, call 1-800-668-2642; 
outside Canada, call 1-613-748-2003. | 
Annual subscription (four issues) $44 + GST | 
Catalogue No. CHMSE — Single issue $11 + GST 
Catalogue No. CHME-01/98 

To receive your subscription over the Internet, 

contact the Canadian Housing Markets Online 

Service (CHMOS) at 1-888-246-6763 or visit our 
“House Page” at 
http://www.chmos-sd-mloc.ceds.com. 

$25.00 per issue 

Cette publication est aussi disponible en frangais 

sous le titre Marchés de I’habitation canadiens 

Numéro de catalogue CHMSF 

© Canada Mortgage and Housing Corporation 1998 
ISSN 1188-4487 — Printed in Canada 


CMHC offers a wide range of 
housing-related information. For details, 
contact your local CMHC office. 
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( ne your clients the independent advice they want. Give 
them these outstanding information tools for home- 
financing from CMHC, Canada’s housing expert. 


What’ in it for you? Good customer service today and an investment for 
tomorrow. A well-informed client can save you time and make you 


money. 


_ The Complete Guide to Buying Your Home ($14.95*) is a 
colourful hands-on workbook that walks buyers through the 
steps of home ownership — from assessing their housing needs 
to arranging a mortgage and closing the purchase. 


AffordAbility” ($29.95*) is a Windows-based software program 
that lets homebuyers examine a variety of home-financing 
scenarios — from buying a home to renewing a mortgage or 
calculating a renovation loan. This powerful program is easy to 
use. For a demonstration, visit CMHC's web site at www.cmhc- 


schl.gc.ca/afford 


(Inquire about our customized distribution partnerships.) 


Visit CMHC’s web site at www.cmhc-schl.ge.ca 
For more information or to order: call 1-800-668-2642 
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Housing demand will push residential 
construction up in 1998 


CMHC’s latest local market forecast shows that new home markets in most of Canada’s 27 
major cities will continue their upward direction this year. Housing Starts in all major locations 
should increase by 3.1 per cent. On the other hand, resales will drop 3.2 per cent while 


average resale prices go up. 


ousing market activity in 
1998 will be as impressive 
as any in recent years and 
will provide interesting business 
opportunities for builders, 
real-estate agents, lenders and 
suppliers. 

Total housing starts will grow 
by more than 3 per cent this year, 
with gains in 15 of the 27 major 
markets. Resales will decline by 3.2 
per cent following a 3.4 per cent 
gain in 1997. Notwithstanding 
this overall drop, 12 centres will 
post higher resale figures in 1998. 

Most of the growth in 
residential construction will come 
from the multiple market, 
reflecting further interest in 
condominium units in some 
centres. Multiple starts will climb 
7.3 per cent. 

One of the key factors behind 
housing demand in 1998 will be 
employment growth. By 
improving income prospects for 
home buyers, new jobs act as a 
consumer confidence builder. In 
the 27 major centres overall, 
CMHC forecasts a 2.3 per cent 
increase in employment this year, 
compared to 2.4 per cent in 1997. 


Employment gains will be 
recorded in 25 of these centres. 
This will be the third 
consecutive year of residential 
construction expansion, but it will 
reflect very different 
circumstances. More buyers will 
be considering new homes because 
the average price of resales was 
pushed up in many centres by 
sustained resale growth in 1996 
and 1997. In some centres as well, 
the lower supply of new listings 
will not keep pace with demand. 
Another change in housing 
markets in 1998 is the return of 


move-up buyers. Last year’s low 
mortgage rates caused many 
households to abandon rent in 
favour of mortgage payments and 
allowed home owners with equity 
to venture into housing markets. 
This trend is reflected in the 1998 
forecast. More construction is 
expected, along with higher prices 
for existing homes. Pent-up 
demand from first-time buyers has 
declined significantly in some 
markets, however, and this type of 
buyer will not be as prominent this 
year. 


continued on page d 


FORECAST HIGHLIGHTS 


@ Housing starts in major centres will go up by 3.1 per cent, following 
growth of 23.8 per cent last year. 


& Residential construction will increase mainly in the multiple unit 
sector, which will grow by 7.8 per cent. 


= The low supply of existing homes will raise the average price of resale 
homes in most centres. This will especially be the case in the Prairies 
region, with significant price hikes in Calgary, Edmonton, and 


Saskatoon. 


& Low inventories of resale homes will restrain activity in many centres. 
However, overall activity remains near 1997 levels and 12 of 26 
centres will post higher resale volumes. 


= Employment will remain a key to housing activity in metropolitan 
areas. On average, there will be 2.3 per cent more jobs in 1998 in 
major urban centres, with growth in 25 centres. 
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Local Housing Market Indicators 


3 UNIT+ 
NEW APT. 
| HOUSE AVERAGE STRUCTURE 
CENSUS PRICE SINGLE NUMBER SINGLE VACANCY 
METROPOLITAN | TOTAL | iy AGUS ue es a ee AONRE ay Panes Rca me Der dses 
AREAS (CMA) EMPLOYMENT | CHG | STARTS He CHG STARTS | CHG |_PRICE_ CHG (RES.) | _CHG 1 PRICES | CHG | % 
Victoria 1996 145,200 11 “71 686 f 319000) | 5.888 | 2a | | A 
1997 | 151,400 431 1311) 148) -30| 609 | 39914950] 13 | 4,986 | -75 | 236,976 | 21 3.5 
1998** | 155,300 | 26 | 1,235 | -5.8 00 | $05.| 23 1318000) 10) 4.765 44 1230000) 001 > 32 
Vancouver 1996 | 925,000 | 15,453 | 61 | 5,072 509,323 27,487 387,891 + 
1997 | 941,000 | 1.7 | 15,950) 3.2] -3.2 | 4,685 | -7.6 |511,250| 0.4 | 25,901 | -5.8 | 378,881 | -2.3 Ae 
1998** 949,000 09 15,400 | -34 | 07 | 4300 | -82 | 495,000) -32 | 22,800 | -12.0 | 367,500 | -30| 1.8 
Edmonton 1996 | 454400 3,634. 0.8 | 2,944 | 157009; — | 14886 | | 118204) Vee 
1907 | 474900 | 451 4962 | 365 | 18 | 3685 | 25.2 180.233) 14 | 13016 | 125 | 12gas7 | 44° 46 
4o9g* | 489900 | 32 5600 129, 601 4100 | 113 169000| 61 12700 | 24 131000 G2. 28 
Calgary 1996 | 447,700 7,111 1.0 | 5,862 175,901 17,766 140,378 15 
1997 | 466,100 | 4.1 | 11,215 | 57.7 6.7 | 8656 | 47.7 179,250) 19 21,559 | 21.3 | 151,541 80 0.5 
1998** | 488,100 4.7 | 12,500 | 11.5 7.0 | 9,300 | 7.4 | 188,000) 49 | 20,000 | -7.2 | 164,000 82| 03 
Saskatoon 1996 | 108330) | 1,187 [48 66) eae Ce 
1907. 112.220 «86 1120 56 441 OS | 17 1792821 117) 3158 | Gi 0827 16 oe 
1998" 113,000 07 1100) -18| 181 720) 146 188000| 49 32001 19 107000, 69 a5 
Regina 1996 101,000 434 | 16) 362 142,594 3,099 76,781t 1.9 
1997 | 102,000) 10) 516 | 189 3.8 | 370] 22 | 147,368] 33) 2,926 | -6.6 | 82643t] 7.6 15 
1998"* | 103,000 | 10] 600 | 16.3 36 | 400 | 81 |146631| -05 | 2,800 | -4.3 | 85,000t] 29 2.0 
Winnipeg 1996 | 345500) | 1,135 109) 838) ab Ase Gs] | 855601 7 ep 
1907 | 352,200 20) 1518 337 14) 1,102 | 422 | 184144! 601) 97 | 428570) 02 oe 
i908** | 359,500 | 20) 1600) 54/ 1.6) 1,250) 49 156000) 12) 9725) 01 | 85700) 00) 58. 
Thunder Bay 1996 | 61,800 296 03) a teos 183,740 1,458 112,723 5.6 
1997 | 61,500] -05) 266 |-10.1 | -06]| 184 | 136 |177,792) -32 | 1,431 | -1.9 | 111,608 | -1.0 (ai 
1998** | 61,500 | 0.0 | 294| 105| -18/ 200| 87 |179570| 10 | 1,445 | 1.0 | 112,725 | 1.0 75 
Sudbury i 180349 2108 108,223 | 68 
1997 | 78700) -10| 281 /-188| -06 | 242 |-193 | 166,747) -75 | 1,901 | -13.5 | 108,221 | -00| 72 
i90e** | 79500 10) 300| 68) 181 2611 7.9 1175000 40) 1915 | 07 [100000 07) 65. 
Windsor 1996 | 134,000 | 2,300 0.4 | 1,629 | 184,153 5,171 121,088 2.8 
1997 133,900 | -0.1 2,102 | -8.6 3.6 1,574 -3.4 | 189,077 PATE 5,045 -2.4 | 124,631 2.9 4.5 
1998** | 140,000 | 4.6 | 2,060 | -20| 12 | 1,400 |-114 | 196,000) 37 | 4,800 | -4.9 | 128,000 | 27 3.6 | 
London 1996 203,800 1,394 Al) 1857681 | 6770. ‘1427261 | 6.0 
1997 | 210400 32) 1807 | 296 09 1.6091 628 170761 321 6260 74 3 130584 26 54 
1998** | 213.900 | 17 | 1,970| 90| 16/ 1,920 | 08 | 184,500) 26| 6050 | -35 | 133,000 | 19 4.4 
Kitchener 1996 203,400 | 1,968 031), 43389 176,326. 4,666 133,754 1.8 
1997 | 204500) 05) 2,171) 103 0.7 | 1,539 | 14.9 | 176,201, -0.1 4,295 | -8.0 | 141,402 | 57 19 
1998** | 208,300 | 19] 2300 | 549 18 | 1600 | 4.0 |179800| 20| 4400 24 | 145800} 31] 18 
St.Catharines- 1996 | 164900 | 987) 10 | 663. 182,840 | 2866 121,655 5.6 
Niagara 1997 | 161,700 | -1.9 1,462 | 48.1 3.9 1,007 | 51.9 1755401 -40 | 2849/1 -06 | 125,109 | 28 5.4 
1998" |, 164.2004. 1.50) 4,405 ) 8.9.) 28.190. 16 te 280 40 2880 11 128.990 | de 51 
Hamilton 1996 | 308,500 | 2,642 Hee 147 210,247. | 10,224 | 142,267 | 2.2 
1997 | 315,200 | 22) 3,500 | 32.5 3.9 | 2,200 | 49.5 | 212,178] 09 | 9,972 | -25 | 151,538 | 65 3.1 
1998** | 323,000 25) 3,500) 0.0 21 | 2100 | -4.5 | 221,000] 4.2] 9700 | -27 | 154,500 | 20 2.5 
| | | | 
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Local Housing Market Indicators (cont'd) 


3 UNIT+ 
APT. 
AVERAGE | STRUCTURE 
Opin TOTAL / INDEX | SINGLE / NEW. / OF MLS" / LS. "RATES. 
t/yr tyr E F MLS* MLS /' RATES 
METROPOLITAN TOTAL % | HOUSING | '% % | HOUSING | % | HOUSE | '% | SALES | "% | AVERAGE °% | OCTOBER 
AREAS (CMA) CHG | STARTS | CHG CHG STARTS | CHG PRICE CHG (RES.) CHG PRICE $ CHG % 
ae ee ee ee ee So cop [ eS ee ay ye ey - Ree Ses ee a a e ; Re y see 
Joromo,— 18s eee08 18088 CIS OOO ead 197,870 12 
W997 «(2,240,000 | 41 | 25.567 | 34.6 | 14,203 | 3 | 58,014 | 40 211307 68) 08 
0 A908 2,807,000, | 27,000 | & 247 48 58,100) 01 | 221,000 | 46 0.7 
Oshawa 1996 129,750 1,563 1,216 183,340 N/A N/A 3.7 
1997 136,000 48 2,064 | 32.1 1,736 | 42.8 | 184,319} 0.5 N/A N/A 2.4 
1998** | 140,000 | 2200 4) 6.6. |e 1,800 | 37 | 187,500| 1.7 N/A N/A 1.5 


Ottawa =—-1996 | 393,60 a648| | 150087 | | 49 


403,700 | 185,970) -2.1 | 9427 | 9.0 | 154,469) 29) 42 

8 14108000) 17) asfe | 119062026 1 9.605.) 25 1157100 0 7 3.4 
Hul 131,080 1,044 119,000 1,766 98,239 77 
1997 | 128,130 | -23 | 1,262 | 20.9 638 | 20.8 | 118,000} -0.8 | 2,071 95,226+) -3.1 9.4 

© ts og 1b 1998" 11128 000 1,850 | 96,500¢] 1.3) 10.0 
Montréal = 1 21,816 Se 


1118197 651 59 
1420000 | 1.5 56 


_. 1998** | 1,630,60 
Trois-Rivieres 1996 


6 | 24,653 | 
20 | 23500 


853 75,700 8.0 

1997 678 75,700 0.0 8.6 

1996** 710 77,000 Lat 8.4 

Sherbrooke — 199¢ > 303 be4s00 | GS 
189 Or $8000 | 38] 75 


 4998** | 66,000 | 06 900 


. | . 139000 20) 7A 
Québec «1996 | 324,800 4,767 84,867 65 
1997 | 319,400 5,276 86,727 | 22) 66 

324,400 | 1 4,875 | -76 | 87,200} 05| 6.3 

Chicoutimi- 64,170 | 106 170g GA 
— Jonquigre 1997 | 64,960 | a AAS 401] 200) 62 41 
1908 | 66560 | 25) 420. | 05 | 1,306 370,20 )\. 39 
Saint John 1996 | 56,600 306 113,167 1,346 82,066 } 9 
1997 | 56800 | 04| 234 | 235 123,819; 94| 1,274| -53| 86171} 50] 82 

1998** | 57,400 | 11 250 | 68 120,000| -31 | 1,400} 99 85500) -08| 78 

Halex. 1088 172,100) | 2022 aeces, (2 base | | 116,380 yay 
= tee, | 173,400 | 08-| 2065 | 24. ‘|194i7| 94). 5072 | -68 | 122,166} 50 | 77 
1998** | 175,500 | 12 | 2,000 | -31 | 138,000) 29} 5200| 25 | 122500/ 03| 72 

St. John's 1996 | 78,300 1,001 117,500 1,915 94,142 15.4 
1997 79800) 19| 932 -6.9 125,300] 66 | 2080 | 86 92,797) -14| 166 


1998** 81,500 2.1 950 1g 126,000; 0.6 | 2,125 2-2." 99,000 1.012 14.0 


Charlottetown 1996 | 26,300) | 265 123,300 ee 97,700 4.0 

107 26000 4) 21 ee Br 82 119,400) 32 421 | 13.2 | 97,300 | -0.4 4.1 
99s 96950 10, 240 | 30. 200 | 2.0. | 120,000) 08 400 | -6.0 | 97,000} 03 | 40 

ALL 1996 | 8,898,880 | 79,649 | 44,113 | 216,934 | | | 

METRO 1997 9,111,210 | 2.4 | 98,572 | 23.8 56,313 | 27.7 224,356 | 3.4 | | | 

AREAS 1998** | 9,324,210 | 2.3 |101,581 | 3.1 56,740 | 0.8 OAT 214 |! ee | 

* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian t Average MLS price of all types of units. 

Real Estate Association. + Single and semi-detached. 


** 1998 values are CMHC forecasts. 


SOURCES: CMHC, Statistics Canada and local real estate boards. 
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Housing demand will push . . « continued from page 1 


New home market gets a 
larger share of housing 
demand 


After a banner year with a 23.8 per 
cent increase in housing starts in 
1997, activity will rise by still 
another 3.1 per cent in major 
urban centres. Residential 
construction activity should be 
higher in 15 of the 27 centres. 
Many centres are expected to ease 
back from unusually high levels of 
activity and return to more 
sustainable levels this year. 

The strongest increases in total 
housing starts in 1998 will be in 
Regina (16.3 per cent), Edmonton 
(12.9 per cent), Calgary (11.5 per 
cent), Thunder Bay (10.5 per cent) 
and London (9 per cent). 

In Regina, new home 
construction will reach 600 units 
as job growth leads the way to 
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increased income prospects and 
higher household formation. 
Further, rising rents will fuel 
demand for new housing. 
Balanced market conditions for 
single-detached units and 
sustained demand will lift activity 
in this market segment. This 
situation is expected to continue 
throughout this year and next, 
although the lack of trade may 
limit activity gains. 

Housing starts in Edmonton 
will show double-digit growth 
again this year, thanks to the 
continuation of favourable factors 
such as a growing economy, rising 
consumer confidence and 
increased in-migration. Total starts 
should reach 5,600 units while 
single-detached units, which will 
especially benefit from these 
factors, are expected to reach 
4,100 units. 
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Last year, low mortgage rates 
and bullish investors helped 
multiple construction post 
significant gains. Multifamily 
starts are expected to go up an 
additional 17.5 per cent to 1,500 
units in 1998. Overall, the supply 
of vacant lots is adequate and 
inventories are balanced in the 
Edmonton market. 

The new housing market in 
Calgary will remain among the 
brightest features in the Canadian 
picture. Total starts are expected 
to grow 11.5 per cent to 12,500 
starts in 1998. 

Construction prospects in the 
coming months are promising, as 
builders have maintained low 
inventories and had a slightly 
higher stock of serviced lots in 
early 1998 compared to year-ago 
levels. Decreasing affordability and 
the continuing popularity of the 
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Whether you do business in St. John's, Victoria or 
anywhere in between, you need insightful, depend- 
able, timely market data and analysis to target 
your business opportunities. 


You need accurate, unbiased up-to-date information you 
can use immediately. CMHC is your best source. 


Call 1-800-668-2642 now to subscribe to national or local 
market analysis publications or to find out about our custom 


fax or mail service. 


ONLINE ? Contact the Canadian Housing Markets Online Service 
(CHMOS) at 1-888-246-6763 or www.chmos-sd-mloc.ceds.com 
to find out about CMHC’s internet products 
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condominium lifestyle will lift 
multifamily starts 25 per cent to 
3,200 units. Increased activity is 
fuelled by an job growth rate 
above 4 per cent and higher 
earnings, as well as by higher levels 
of in-migration, which are 
supplying the city with more home 
buyers. 


Starts in Thunder Bay are 
expected to grow by 10.5 per cent 
to 294, and return to 1996 levels. 
Both single-detached and multiple 
starts should post increases. Single 
starts will continue to be driven by 
good affordability, construction of 
modest units and a small amount 
of pent-up demand. 

Starts in London will go up 9 
per cent to 1,970 units as both 
single-detached and multiple units 
will post increases. Market 
demand for single units will 
mostly be targeted toward 
smaller-sized homes, with an 
estimated 60 per cent of starts of 
homes with less than 1,600 square 
feet. Homes with a 1,300-2,000 
square footage will make up a 
larger share of the activity. 

Those centres looking ahead to 
reduced construction activity in 
1998 have experienced unusual 
circumstances in recent years. In 
many of them, construction will 
return to normal levels. 

A good example is 
Chicoutimi-Jonquiére, where the 
market was affected by the 
exceptional requirements that 
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grew out of the summer 1996 
floods. This year’s output is 
expected to decrease by 16 per 
cent, from 500 units to 420. 
However, bright prospects for new 
housing lie ahead, as a new 
aluminum smelter in Alma will 
bring its share of new jobs. 
Builders will focus on low-priced 
single-detached units in order to 
attract home buyers from a very 
competitive existing home market. 

In Sherbrooke, low mortgage 
rates have brought many buyers 
into the market, and construction 
will drop by 12 per cent to 665 
units after two years of brisk 
activity. A moderate rise in 
multiple starts will not compen- 
sate for a decline in singles. 

Major factors likely to 
contribute to slower activity are 
public service cuts, low job 
prospects and easing conditions on 
the resale market. 

Even with a 5.8 per cent 
decrease, Victoria’s new home 
market will still be strong. Falling 
to just below 600 starts this year, it 
will be at its second highest level 
since 1994. However, demand will 
slacken as consumer confidence 
weakens, prices level out and the 
provincial unemployment rate 
grows. The new house market will 
still remain balanced through 1998 
as supply slows in step with 
demand. Inventories remain low 
because most new houses are sold 
before or during construction. 
Speculative building is discouraged 
by high lot costs and financing 
restrictions. 

In Hull, activity will decrease 
by 4.9 per cent to 1,200 units as 
both single-detached and multiple 
units decline. The surplus of 
homes for sale and apartments 
available for rent will certainly not 
propel further demand for new 
homes. Builders’ focus on 
first-time buyers over the past few 
years has resulted in a smaller pool 
of first timers. 


Starts in St.Catharines-Niagara 
will decline 3.9 per cent to 1,405, 
following a bright performance in 
1997. Despite expectations of 
lower activity, single homes priced 
above $150,000 will remain very 
popular. 


Resale markets: higher 
average prices, fewer 
transactions 


Resale markets will post another 
active year despite an expected 3.2 
per cent decrease in units sold 
through MLS*. Sales will go up in 
12 markets, while 14 will post 
lower sales. However, this lower 
activity will result from a lower 
supply of new listings in many 
markets, and this should generally 
lead to average price gains. 
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In Saint John, resales will likely 
record another banner year, rising 
to 1,400 units from 1,274 in 1997. 
Prospects of low mortgage rates 
and attractive pricing will keep 
home buyers active on the resale 
market. Increased affordability has 
sparked interest for homes priced 
below $80,000 and those at the 
high end of the market. 

Resales will bounce back 4.7 per 
cent in Trois-Riviéres as demand 
from first-time buyers picks up 
steam again. It is estimated that 
710 existing homes will change 


* Multiple Listing Service (MLS) is a 
registered certification mark owned by 
The Canadian Real Estate Association. 
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hands through MLS in 1998, about 
the average level of activity 
recorded since the beginning of 
the decade. 

The balance between supply and 
demand will improve slightly in 
1998. With the number of homes 
for sale remaining stable and sales 
increasing, the seller-to-buyer 
ratio will decrease. There should 
be about 14 sellers per buyer in 
1998, compared to a ratio of 15 to 
one last year. 

Ottawa’s resale market is poised 
to post another record year. Sales 
of existing homes are forecast to 
advance by 2.5 per cent this year 
and to reach close to 10,000 units. 
Prospects of low mortgage rates 
and the strength of the local 
economy will be the main factors 
underlying the continuation of 
this growth in transactions. 

Demand will come mainly from 
move-up buyers looking for larger 
homes. These buyers are back on 
the market after a couple of years 
on the sidelines. Demand for 
homes priced above $200,000 will 
strengthen further again this year. 
Low mortgage rates will allow first 
timers to afford a bungalow, which 


will support the relative strength 
in prices of these homes. 

After a disappointing year in 
1997, the resale market in Halifax 
will benefit from renewed interest 
in housing by move-up buyers. 
Sales should bounce back by 2.5 
per cent to 5,200 homes, following 
a 6.8 per cent drop in 1997. 

The families of many potential 
move-up buyers have grown over 
the past few years, and this has led 
to demand for larger dwellings. 
However, increased demand from 
move-up buyers will still be 
tartgeted toward affordable 
homes, since the price of many 
homes bought in the nineties did 
not appreciate. 

Kitchener’s resales should go 
up by 2.4 per cent to 4,400 units, 
for one of this market’s best 
performances in the decade. Resale 
home demand will benefit from 
the job creation that took place 
throughout 1997 and is expected 
to continue this year. 

More move-up buyers will enter 
the market, but many will be 
limited by decreased equity as a 
result of price declines over the 
past decade or so. Overall, 


Hottest and Coolest Markets for Resales in 1998 


increased activity and rising supply 
of listings will keep Kitchener’s 
resale market balanced. 

The most important drops will 
take place in Vancouver (-12), Hull 
(-10.7), Chicoutimi-Jonquiére 
(-8.0), Québec City (-7.6) and 
Calgary (-7.2). Most of these 
markets are coming off a year of 
brisk activity. Markets in Calgary 
will be limited by the supply of 
listings while the effects of Asian 
instability will lower economic 
prospects in Vancouver. 

Hit hard by the Asian financial 
crisis and rising unemployment, 
resale markets in Vancouver will 
experience a 12 per cent drop to 
22,800 units. Lower demand from 
offshore migrants and lower 
demand pressures from 
interprovincial in-migration will 
fail to provide enough boost to 
existing home demand. 

In Hull, lower demand from a 
smaller first-time buyer pool will 
cause resales to drop 10.7 per cent 
to 1,850 units. The abundance of 
homes available in 1998 will 
provide buyer’s market conditions. 
Activity will also be restrained by 
weak job creation, and the 
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Change in average MLS price 


resulting lack of potential home 
buyers. 

Resales will drop by 8 per cent 
in Chicoutimi-Jonquiére, to 
1,300. Activity will understandably 
slow down after exceptional 
demand in 1997, when households 
forced from their homes by the 
1996 floods had to relocate. 
However, the employment 
outlook is promising, in particular 
with the construction and launch 
of a new aluminium smelter, and 
new jobs should support sales over 
the next few years. 

Aicer a record year 10,1997, 
Québec City’s resale market will 
go back to a more sustainable level 
of 4,875 units, a 7.6 per cent drop. 
Despite this expected decline, low 
mortgage rates and an abundant 
supply of resale homes should 
provide home buyers with more 
negotiating power and keep 
activity brisk. 

Strong demand in Calgary over 
the past two years has drawn down 
resale inventories. The scarcity of 
new listings will limit the total 
number of resales to 20,000 units 
in 1998. However, new listings 
should come on stronger and help 
rebuild inventories. Shortages will 


develop in some areas, in particular 
for mid-priced homes, from 
$130,000 to $175,000. 


Resale markets: a positive 
pricing environment in 
1998 


Despite the slight drop in resales 
expected this year, a favourable 
economic outlook and more 
balanced resale market conditions 
will lead to price gains in many 
urban markets. 

The graph showing resale price 
and activity gains on page 6 shows 
this trend. While activity gains are 
mixed, there is no doubt about the 
upward trend of average prices. 
Most of the centres are in the right 
part of the graph, reflecting price 
gains expected to materialize in 
1998. Less dynamic centres, 
showing no or few price gains, are 
located on the left part of the 
graph. 

The average resale price fora 
single home is set to increase by 
more than 1.5 per cent in 13 cities 
out of 26. The highest increases 
will take place in Saskatoon (8.9 
per cent), Calgary (8.2 per cent) 
and Edmonton (6.2 per cent). 


A relatively low supply of new 
listings of existing homes will 
prevent MLS sales from improving 
in many markets this year, but the 
scarcity of homes for sale will 
boost prices up. Further, low 
mortgage rates along with current 
economic conditions will lead 
more home buyers to make a 
move. Higher prices have revived 
move-up buying, as many home 
owners were successful in selling 
their home at a price near their 
expectations. 


New home prices: 
generally upward in 1998 


With a relatively low supply and 
higher prices for existing homes, 
many buyers will seriously 
consider buying a new home. As a 
result of this increased demand, 
starts will increase and so will new 
home prices. An important 
indicator of such price pressures is 
the New Housing Price Index 
According to the CMHC forecast, 
this price index will be up in 17 of 
the 21 cities surveyed, up from 13 
cities in 1997. The Prairies remain 
the brightest spot, with three of its 
cities among the five posting the 
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Average price of new homes 
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PAGE SEVEN 


HOUSING MARKET OUTLOOK 


Now, you can get an insightful report that provides 
analyses and forecasts of the most recent movements in 
the resale and new housing markets in more than 26 
major urban centres. 


Housing Market Outlook looks at market trends, 
including 


Y local MLS activity, 

Y average prices, 

Y ratios comparing sale prices and list prices, 

Y factors affecting the local economy, 

Y forecasts for housing starts and new home prices, 
V sales levels, 

Y and mortgage rate. 


Housing Market Outlook — available three times per 


year in larger urban centres and two times per year in 
smaller urban centres. 
Spring issue available April 1998. 


TO ORDER 
In Canada call 1-800-668-2642 
For international orders call (613) 748-2003 


We accept VISA, MasterCard or American Express cards. 


several market analysis publications are now available 
on the Internet through the Canadian Housing 
Markets Online Service (CHMOS). Find out how to use 
this timely service by calling 1-888-246-6763. 
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Housing demand will push . . . continued from page 7 


highest increases in 1998. For the 


second consecutive year, the 
greatest increase should occur in 


Calgary, where particularly strong 


housing demand, low supply of 
existing homes and very positive 
employment conditions all 


support construction activity. This 


year’s hike will be 7 per cent. 
Ranked second, Edmonton’s 
new home market is also poised 


for another good year. An 
expanding economy and a low 
level of active listings of existing 
homes will lead to much of the 
demand and raise new home prices 
by 5 per cent. Regina will have the 
third greatest increase, of 3.6 per 
cent.™ 


(pages 2&3) © 
Total Employment 


LOCAL HOUSING MARKET INDICATORS 


The number of aaale ericieved | in the CMA in all industries in a 


given year. 


Total Housing Starts 


— Total number of starts for all housing types for the year. 


a Single Housing Starts 


Total number of single housing units initiated | during the year. 


| New House Price Index | 


A measure of change in the prices charged by contractors for 
new residential houses whose detailed specifications remain the 
same between two consecutive periods. 


Single New House Price 


The weighted average price of all units sold during the year. 


Number of MLS Sales 
(residential) 


Total number of sales for all types of residential dwellings sold 
through MLS for the year. This number is supplied by local real 


estate boards. 


Single MLS Average Price 


Weighted average price of single family homes sold through 
MLS for the year. Price data is supplied by local real estate 


boards. 


Three-Unit plus Apartment Structures Vacancy Rate 
Overall private market vacancy rate reported in CMHC’s Rental 


Market Survey for October. 
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Canadian Housing Markets is a 
quarterly publication featuring 
CMHC’s affordability indicators and 
housing forecasts semi-annually. 
The affordability indicators and the 
housing forecasts are based on the 
expertise of local market analysts 
across the country. 


Comments and requests for 
additional information may be 
referred to Louis Trottier, Economist, 
Market Analysis Centre, Canada 
Mortgage and Housing Corporation, 
Ottawa. 

Tel.: (613) 748-2552. Internet: 
Itrottie@cmhc-schl.gc.ca 


To subscribe: in Canada, call 
1-800-668-2642; outside Canada, 
call 1-613-748-2003. 


Annual subscription (four issues) 
$44 + GST Catalogue No. CHMSE 
— Single issue $11 + GST 
Catalogue No. CHME-0298 


To receive your subscription over 
the Internet, contact the Canadian 
Housing Markets Online Service 
(CHMOS) at 1-888-246-6763 or visit 
our “House Page” at 
http://www.chmos-sd-mloc.ceds.com 
$25.00 per issue 


Cette publication est aussi 
disponible en frangais sous le titre 
Marchés de I’habitation canadiens 
Numéro de catalogue CHMSF 


© 1998 Canada Mortgage and 
Housing Corporation 


All rights reserved. No portion of 
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transmitted in any form or by any 
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photocopying, recording or 
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Home prices back near early-90s levels 
in most markets 


n analysis of average prices 

for existing homes sold 

through MLS for the past 
three years shows that a recent 
upturn in average prices has offset 
many of the losses recorded in the 
early nineties. Despite the 1995 
trough, which translated into 
lower prices and resales, home 
prices rose faster than inflation in 
13 of 26 major cities in Canada. 


Losses recouped in most 
centres 


The revival of many existing home 
markets in Canada has allowed 
average prices to recoup losses 
incurred earlier in the decade. 
Average MLS prices in nominal 
terms, a commonly used indicator 
for existing homes, indicates that 
nine of the 26 major centres 
recovered past price declines while 
another eleven made gains from 
levels early in the decade. 

Most local gains were moderate 
but some centres with scarce 
listings, resulting from increased 
resale activity, did very well. The 
most notable gains between 1995 
and 1997, expressed as an annual 
growth rate, were in Saskatoon 
(6.2 per cent), Charlottetown (5.4 
per cent), Calgary (2.8 per cent), 
Sherbrooke (2.8 per cent) and 
Regina (2.6 per cent). 

The three main markets in 
Canada have followed divergent 
paths over the past years. With 
some price buildup, Montréal and 
Toronto have nearly recovered the 
losses of 1994 and 1995. Although 
prices in Toronto seem to have 
more potential for growth than in 
Montréal, they still have a long 
way to go to match levels of the 
early nineties. However, over the 
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Main markets on divergent paths 


Average MLS prices (thousands of dollars) 
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next two years, favourable 
economic and job market 
conditions, along with 
in-migration from other Canadian 
regions and elsewhere, are 
expected to fuel price increases in 
Toronto. 

Average house prices in 
Vancouver have been following a 
different trend, declining since 
1994. The impact of the Asian 
crisis on the local economy will 
likely put additional downward 
pressure on house prices. 


Implications of low 
inflation in the 1990s 


With low inflation in the Canadian 
economy over the past few years, 
many analysts have begun to 
compare real home price gains — 
that is, nominal price gains less 
inflation. That kind of comparison 
could offer a much more accurate 
picture of what has happened over 
the past seven years and a better 
idea of price trends over the past 
26 years. 

Although annual nominal price 
gains were actually smaller 


Annual Per Cent Change in Average Resale Homes 


between 1995 and 1997 than 
between 1971 and 1997, real price 
increases show much lower gaps. 
Further, 6 centres have posted 
higher annual growth rates of real 
prices over the past three years 
than over the 1971-97 period. In 
1998, price increases in some 
centres may lead to real price gains 
in the 2-3 per cent range. 

Because these home price 
indicators reflect average price 
levels of different sets of homes 
and locations, these conclusions 
may not reflect the experience of 
individual home owners.@ 


Average 1971-1997 1991-1997 1995-1997 
Prices Annual per cent chg Annual per cent chg Annual per cent chg 
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~ HAMILTON* ~ 7 1553e—t—é“‘é‘éll“ésle#é=”=*”™*=*™~C(CUDUUCUmUM ai 24 oe: 
HALIFAX 109827 255.8 i Seah Oda a5 cee 2.9 1.0 
-WINDSOR* (ese eK 0.9 
KITCHENER Relaloo, SH Ag ed A 3.1 1.4 oe 0.3 
TORONTO 9007 TR SK 8 49. 13 0.2 
WINNIPEG 86040 5.9 qe 2p 0.6 1.5 : ue i 
VICTORIA** eC: 1.2 0.6 
CHICOUTIMI?* 71554 Ae wee Ooiray ek tO 1.0. 1.2 0.2 
St. JOHNS? =. oe v48 ©) 07 0B 413. 12 0.0 
SAINT JOHN 86171 5.8 0.3 13 0.5 0.9 -0.2 
STCATHARINES-NIAGARA* 125100 «ss 74. KOS Aa) 08 -0.4 
MONTREAL i) 28620) 5.9 noe 0.1 17 0.7 -0.3 
LONDON* 131882. 012 44 08 oe0s 07. 0.4 
EDMONTON 111587 bgp o eats Batis -0.7 0.4 -0.9 
THUNDER BAY — 111608 f2. > 16 13 0.7 He 08 -0.9 
OTTAWA | 143866 6.0 psa 0.2 17 0.2 -0.9 
TROIS-RIVIERES 73709 55. 44%40 210 -0.8 0.0 “1.0 
QUEBEC 84778 4.2 ee mite 415 0.5 15 
HULL > 00275. 56 302. 0.6 0 “14 -2.4 
SUDBURY* 108521 5.4 -0.3 -0.0 -1.6 -1.5 2.6 
VANCOUVER 287094 G2. 3.5 1 30 0.8. 10.3 oT 


1 Nominal price less inflation 
2 1971-1997 (P.E.I. average price) 
3 1981-1997 
4 1975-1997 
* Provincial CPI 
** Vancouver CMA CPI 


SOURCE: Multiple Listing Service Annual Report, Canadian Real Estate Association, various years. 
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After reaching a record level of 
40.5 per cent in the first six months 
pf 1997, CMHC’s affordability 
ndicator dropped significantly in 
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The percentage of renters who can afford to buy a 
starter home — 1996 to 1998 


(Ranked from highest to lowest based on total households first half of 1998) 


he second half of the year and Census 
ontinued downward in the first Metropolitan “half 1996} 2"half 1996 1*half 1997} 2" half 1997 1*half 1998 
dalf of 1998. The mid-year Areas (CMA) Total Total Total Total Total 
affordability rate of 31.4% is the : AA oe CC 
owest level since the beginning of fo A 
1995. In the past year, only one oo 
netropolitan area, Saint John, New é ms ‘ pice ioe 
3runswick, was able to buck the wee | | | ; 
nighest affordability rate in the Charlottetown 48.2 51.0 50.4 51.1 43.2 
country (56.7%). 45: . 43.0 : 
n the vast majority of urban 44. : - Aol 
centres, the percentage of ~ Québec: (45.8 AGL (49.4 (428 42 
renters who can afford to buy a Edmonton 45.4 47.8 48.9 45.1 42.2 
home today is much lower than it was Sherbrooke 41.6 41.3 44.0 40.5 A141 
| year ago. This year, Montréal » ‘| aos 
[rois-Riviéres, Sherbrooke and cae ona acl eo se 
fe lohn’s stand out as exceptions, ; ae 308 
i. P 2 : 
iaving regained part of the ground AAO 280 
in the second half of 1997. In 4 43.0 451° 34.4 359 
| ost other metropolitan re i Saskatoon 44.0 45.3 43.8 42.3 34.8 
lownturns were quite considerable. 
| The greatest percentage decline in eine ie es sa a 
ffordability took place in Winnipeg, Winnipeg Ae 44.0 ae ABM ' As ; 
ollowed, in order, by Ottawa, Oshawa A A 39.3 818 
ind Regina. 38. 868 30.7 
3 37.8 5 808 
digher house prices push London 35.8 Siok 40.1 S320 29.3 
fown affordability indicator Victoria 255 29.8 32.1 29.3 28.7 
“he past year was one of the best years 4 1 38.2 38.6 34.0 26.5 
or the Canadian economy this decade. - 31.6 45 840. 314 25.4 
.abour market conditions improved nes “234 336 28.0 999 
nd, while household incomes oe a oo ae 
3 267. 28.4 : 19.6 
rogressed very slowly, mortgage Sine eee BBA ao aii 
aterest rates remained relatively low Heal 37.0 39.6 40.5 34.5 31.4 
nd stable. Benefitting from strong Saye 
uC growth, housing markets Source: Canadian Housing Markets. 
rere very continued on page 6 
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Supply Affordable to Potential First-Time Buyers First Half of 1998 


RANGE OF RESALE 
CENSUS CATEGORIES OF 1998 AFFORDABLE SUPPLY AFFORDABLE NEW 
METROPOLITAN AFFORDABLE INCOME HOUSE PRICES | AFFORDABLE CONSTRUCTION** 
AREA (CMA) HOUSE PRICES* $ $ % MOST PREVALENT HOUSE TYPE ie % —_. 
Victoria Max. Affordable | 56,152 | 211,581 50.4 | Newert Townhouse, Older Bungalow  =8§§ «= 33.2 
Regular (10%) 185,068 38.2 Older Townhouse, New Condo Apt. e208 
FHLI (5%) | 462795 26.6 | Condo Apartment — 12.6 
Vancouver | Max. Affordable 63,423 292,651 48.1 Newer Townhouse BILE 
| Regular (10%) 234,739 37.8 Older Townhouse, New Condo Apt. 44.9 
FHL (5%) 169,231 23.0 Newer Apt. Condo 19.5 
Edmonton Max. Affordable | 48,044 | 170,706 80.8 ~—| Storey, Luxury Condo ce 
Regular (10%) 123,157 63.4 ‘Small Bungal ow, ale. Bi-Level 45.9 
FHLI (5%) 96,168 44.5 Condo, Duplex 5.1 
Calgary Max. Affordable 52,446 196,127 62.8 New 2-Storey, New Split-Level 74.1 
Regular (10%) 1520731 33.8 New Row Condo, Existing Bungalow 36.9 
FHL (5%) 118,871 30.0 New 2- Storey, Apartment Condo 7.9 
Saskatoon Max. Affordable 51,361 | 173,576 | 84.5 Bungalow 82.0 8 
| Regular (10%) | 108,098 | «50.0 | Bungalow 287 
FHLI (5%) 84880 | 30.3 Bungalow Ae 
Regina | Max. Affordable 53,969 164,067 85.0 Bungalow 81.2 
Regular (10%) 95,053 ay ET Bungalow 6.3 
FHLI (5%) 71,256 39.0 Bungalow 2. 
Winnipeg Max. Affordable 44,992 | 132,607 83.5 | Bungalow (326 
Regular (10%) 95,053 71.1 | Bungalow 5.3 
FHLI (5%) 69,573 45.0 Bungalow 0.3 
Thunder Bay Max. Affordable 52,090 180,734 88.4 All Types 71.0 
| Regular (10%) 125,694 67.9 Bung., 1% Storey, Row Condo, Apt. Condo 11.6 
FHLI (5%) 90,695 40.4 Bung., 1¥% Storey, ne Condo, Semi-Det. 0.0 
Sudbury Max. Affordable | 50,550 173,322 80.0 | 2-Storey 0 
Regular (10%) 124,744 64.0 | Bungalow 67 
_ FHLI (5%) 89,172 27.0 | Bungalow 0.0 
Windsor | Max. Affordable 48 360 166,890 67.1 Bungalow, 1% Storey 70.2 
Regular (10%) 131,521 47.2 Bungalow, 11/2 Storey 45.0 
FHLI (5%) 103,322 25.0 Bungalow, 11 Storey ue 
London Max. Affordable 47,705 166,458 (54 Bungalow, Row Condo 60.4 
Regular (10%) 139,703 60.1 Bungalow, Row Condo 32.1 
FHLI (5%) 100,366 29.0 Bungalow, Row Condo — 0.2 
Kitchener | Max. Affordable 48,996 168,263 67.6 All Types Oiee 
| Regular (10%) 147,164 54.1 | Split-Level, Modest 2-Storey 64.0 
FHLI (5%) 115,625 33.0 | Split-Level, Modest 2-Storey 4.1 
St. Catharines- | Max. Affordable | 45,885 152,612 66.0 Split-level, Modest 2-Storey 68.0 4 
Niagara Regular (10%) 120,766 46.9 Bungalow, Row and Apartment Condo 22.1 
_ FHLI (5%) 69,547 35.0 Modest Bungalow, Apartment Condo 0.0 : 
Hamilton | Max. Affordable 49,324 173,008 65.5 All types 59.6 
| Regular (10%) | 161,110 | 60.6 | 2-Storey, Bungalow | 45.9 
FHLI (5%) 118,228 | 330 | 1%Storey, Semi | 05 
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Supply Affordable to Potential First-Time Buyers First Half of 1998 (cont'd) 


RANGE OF RESALE 
AFFORDABLE SUPPLY 
HOUSE PRICES | AFFORDABLE 
$ 9 


CENSUS CATEGORIES OF 
METROPOLITAN AFFORDABLE 
AREAS (CMA) HOUSE PRICES* 


OST PREVALENT HOUSE TYPE 


198,511 
163,708 N/A N/A 
95,864 


Max. Affordable 
Regular (10%) 
FHLI (5%) 


Oshawa 


140,617 o1.9 
103,892 63.8 Semi 
76,709 


Max. ‘Affordable 
Regular (10%) 
FHLI (5%) 


Max. Affordable 
Regular (10%) 
FHLI (5%) 


Trois-Riviéres 


117,638 74 All types 
79,293 tay All types 
All types 


Max. Affordable 
Regular (10%) 
FHLI (5%) 


Québec 


125,337 74.6 All Types. 
90,127 46.3 All Types 
73,529 All Types Exce t 2-Store 


Max. Affordable 
Regular (10%) 
FHLI (5%) 


Saint John 


136,136 Bungalow 
94,099 40.6 Bungalow 
71,006 Bungalow 


44,394 


St. John's Max. Affordable 
Regular (10%) 
} FHLI (5%) 


159,516 All Types 
105,133 ah Ae) Bungalow 
ungalow, Semi- 
| AllHouse Types 
“Bungalow 
Bungalow 


Detached 


AFFORDABLE NEW 
CONSTRUCTION** 


* See definitions section for explanation. t Newer is five years old or less. N/A is data not available from the local real estate 
** Percentage of new dwellings sold at or below $+ Older is ten years old or more. board. 
the range of affordable house prices. *** Calculated using sales instead of active SOURCE: Canadian Housing Markets. 
listings. 
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Supply Affordable to Potential First-Time Buyers Last Half of 1997 


RANGE OF RESALE 
CENSUS CATEGORIES OF 1997 AFFORDABLE SUPPLY | AFFORDABLE NEW 
METROPOLITAN = AFFORDABLE INCOME | HOUSE PRICES | AFFORDABLE CONSTRUCTION** 
AREA (CMA) —__ HOUSE PRICES* $ $ % MOST PREVALENT HOUSE TYPE % 
Victoria Max. Affordable 56,612 | 212,954 WA LNA. 234 
Regular (10%) | 4e4609 | NA NWA 107 
FHLI (5%) 157,952 N/A N/A 6.2 
Vancouver Max. Affordable 64,012 252,248 41.0 Newert Townhouse 52.6 
| Regular (10%) 211,847 38.4 Oldert Townhouse, New Condo Apt. 47.8 
FHLI (5%) 1677317 Zan Newer Apt. Condo 21:7 
Edmonton Max. Affordable 49,044 172,341 © 85.5 . -2-Storey, Luxury Condo 74.9 : — 
- Regular (1 0%) | ‘113,376 670 Small Bungalow, Spl it-Level, Bi-Level —s_ | 26.8 — 
FHLI (5%) 94,151 44.6 Condo, Duplex $3 58 
Calgary Max. Affordable 53,075 194,731 N/A N/A TAT 
Regular (10%) 135,914 N/A N/A 38.0 
FHLI (5%) 110,303 N/A N/A oer 
Saskatoon Max. Affordable | 51,869 | 172,107 86.3 | Bungalow 003 
Regular (10%) - 97,721 | 505 | Bungdow 30 | 
-FHLI (5%) 79,136 30.3. | Bungalow 63) 
Regina Max. Affordable 54,065 163,891 88.8 Bungalow, 11 Storey 87.6 
Regular (10%) 86,319 67.0 Bungalow, 1% Storey 16.0 
FHLI (5%) 68,624 39.2 Bungalow, 1% Storey 0.0 | 
Winnipeg Max. Affordable 45,119 | 129,074 80.0 | Bungalow i 
Regular (10%) 86,358 «=| «= «68.0 ~—_—_—-Bungalow 80 
FHLI (5%) 67,373. | 449 Bungalow ee 
Thunder Bay Max. Affordable Hen 97 177,850 88.9 All Types 65.1 
| Regular (10%) 120,983 66.9 Bung., 1% Storey, Row Condo, Apt. Condo 0.9 
FHLI (5%) 93,839 39.2 — Bung., 1% Storey, Row ce SMe wes 0.0 
Sudbury “Max. Affordable | 50,542 | 171,191 | 880 2-Storey | 754 
Regular (10%) | 416,000 | 69.0 | Bungalow 346 
FHLI (5%) 94,965. 40.2 | Bungalow oe 
Windsor Max. Affordable 48,353 164,468 N/A N/A 66.9 
Regular (10%) 124,505 N/A N/A 39.5 
FHLI (5%) | 101,803 N/A N/A 0.8 
London Max. Affordable 47,698 | 165,584 NA | ONWA 642 
Regular (10%) 130,462 NA N/A 44.2 
FHLI (5%) | 102,544 NA N/A 0.0 
Kitchener Max. Affordable 48,988 165,652 64.0 All types 74.9 
Regular (10%) 142,041 51.8 Split-level, Modest 2-Storey 56.0 
FHLI (5%) 113,385 20:0 Split-level, Modest 2-Storey 6.4 
St. Catharines- | Max. Affordable 45,878 150,316 — 64.0 Split-level, Modest 2-Storey 67.5 
Niagara Regular (10%) 113,990 47.8 Bungalow, Row and Apartment Condo 28.2 
FHLI (5%) 92,852 39.5 Modest Bungalow, Apartment Condo 0.1 
Hamilton Max. Affordable 49 316 170,057 69.0 | All types 54.4 
| Regular (10%) 151,440 62.0 2-Storey, Bungalow 42.4 
| FHLI (9%) | 118,384 33.6 1% Storey, Semi 0.0 
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Supply Affordable to Potential First-Time Buyers Last Half of 1997 (cont'd) 


RANGE OF RESALE 
CENSUS CATEGORIES OF 1997 AFFORDABLE AFFORDABLE NEW 
METROPOLITAN AFFORDABLE INCOME HOUSE PRICES | AFFORDABLE CONSTRUCTION** 
_ AREA Aa ___| HOUSE PRICES* $ 9 MOST PREVALENT HOUSE TYPE % 
Oshawa Max. Affordable 195,079 N/A 78.6 
Regular (10%) 152,986 N/A 54.2 
FHLI (5%) 122,871 0.1 
172,820 ee 
Ae 
Max. Affordable 137,264 Semi 81.8 
Regular (10%) 96,773 Semi 40.1 
FHLI (5%) 79,045 | Semi fee 7.2 
687 
Trois-Riviéres Max. Affordable 39,941 113,038 N/A N/A 94.0 
Regular (10%) 73,069 N/A N/A 69.2 
FHLI (5%) 64,092 N/A N/A : 13.4 
55.6 
Québec Max. Affordable 43,264 123,526 74.0 All sei 78.3 
Regular (10%) 83,520 45.3 All Types 34.9 
FHLI (5%) 72,156 19.7 _—|_All Types Except 2-Storey 3.1 
ee 
Saint John ie Affordable 44,747 140,143 87.2 Beas 64.8 
Regular (10%) 81,086 43.9 Bungalow 18.4 
FHLI (5%) 70,516 31.0 oe : 0.0 
38.2 
») 86,347. 720 3.4 
St. John's Max. ‘Affordable 48,034 155,854 N/A 91.9 
Regular (10%) 98,488 N/A 50.1 
FHLI (5%) 80,334 N/A 0.0 
iM of WA 59.0 
14.5 
0.0 
* See definitions section for explanation. t Newer is five years old or less. N/A is data not available from the local real estate 
** Percentage of new dwellings sold at or below + Older is ten years old or more. board. 
the range of affordable house prices. *** Calculated using sales instead of active SOURCE: Canadian Housing Markets. 
listings. 
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continued from page 1 


dynamic and the number of resale 
transactions reached a record level. 
Buoyed by a high level of confidence, 
better employment prospects and very 
favourable credit conditions, 
Canadians resumed their ties with the 
real estate markets. 

For several months now, there has 
been renewed interest in the upscale 
market. This enthusiasm for more 
expensive properties seems to have 
spread to those who have been home 
owners for only a few years. As 
markets have been sluggish in most 
urban centres over the last few years, a 
good number of these buyers have 
chosen properties for which they likely 
could not accumulate a down payment 
of 25 per cent. The rush to the upscale 
market by buyers who require CMHC 
mortgage loan insurance has 
significantly driven up the average 
house price estimate used to calculate 
the income required to access home 
ownership. 

This buying pattern also meant that 
a higher income was generally required 
for home purchases in almost all urban 
areas. As a result, home ownership 
became less accessible and affordability 
rates deteriorated. 


Buying patterns affect 
affordability indicators 


Other conditions have also contributed 
to a decline in the affordability rate. 
According to 1996 Census data, home 
ownership incentives over the past few 
years have left the renter pool less 
well-off, on average. As a result, 
first-time buyers are increasingly 
making use of CMHC programs 
requiring a five per cent down 
payment, instead of ten per cent, as 
used to be the case. Today’s five per 
cent down payment program is 
generally used by less well-off 
households, those who have the 
greatest difficulty in entering the 
market and who opt for more modest 
products. 

In contrast, the regular ten per cent 
down payment program is more likely 
to be used by experienced households 
who are financially more solid. These 
people can acquire more luxurious 


homes with the larger down payments 
that they can generally put together. 

Thus, changes in starter home prices 
(traditionally related to purchases with 
a ten per cent down payment) are 
larger than the average resale prices in 
most areas. 

As aresult of these factors, CMHC 
has begun a discussion of how the 
supply and demand affordability 
indicators might be changed to better 
reflect today’s market conditions. (See 
article on page 7.) 


Affordable home supply 
remains high across the 
country 


Resale market increasingly 
accessible to first-time 
buyers 


Most urban centres with large increases 
in starter home prices also showed 
gains in supply of affordable existing 
houses. However, there was also a 
considerable supply of affordable 
housing in metropolitan areas where 
downturns were observed. In 1998, the 
only significant decreases in the 
percentage of affordable resale homes 
have occurred in the Calgary, 

St. Catharines-Niagara, Chicoutimi- 
Jonquiére and Saint John metropolitan 


areas. In Calgary, the decline in 
affordable housing supply is clearly the 
result of very strong demand over the 
past two years. 


Lower affordable supply of 
new homes 


Prospects are less favourable for 
first-time buyers seeking new homes in 
1998. The most affordable homes, 
accessible to buyers with down 
payments of less than ten per cent, 
became much more scarce during the 
first six months of 1998 than a year 
earlier. This may be a sign that builders 
have turned to more upscale products, 
for urban buyers enjoying better 
economic conditions and looking for 
more luxurious houses. 

Few metropolitan areas managed to 
maintain as high a percentage of 
affordable homes as a year ago. 
Thunder Bay and Saint John were the 
only metropolitan areas with a greater 
supply in all three price categories. 
Only in Montréal, Sherbrooke and 
Québec, the supply increased for 
buyers with down payments of under 
10 per cent. At the other end of the 
spectrum, the situation deteriorated for 
first-time buyers in four metropolitan 
areas in southern Ontario (Kitchener, 
St. Catharines-Niagara, Hamilton and 
Toronto) as well as in Hull, Winnipeg, 
Trois-Riviéres and Halifax.™ 


Update on affordability measurement in Canada 


A number of public and private agencies measure housing affordability in Canada. 
However, we do not all measure the same thing, and methods differ. 


Generally, financial institutions that carry out this measurement adopt an overall 
approach based on temporal evolution of the ratio between holding costs (monthly 
mortgage payment, property taxes and heating) and average household pre-tax 


income. 


For these indicators, movement is essentially related to mortgage rate fluctuations. 
This has especially been the case over the past few years, when household income 
and house prices have changed very slowly. These indicators are only of interest to 
major Canadian metropolitan areas and limit their analysis to provincial markets. Since 
housing markets are essentially local, this aggregation limits indicator relevance. 
Moreover, these indicators do not consider the phenomenon of rate reductions 


approved by lenders. 


CMHC affordability indicators have a different objective. It targets groups for whom 
affordability matters most and considers only tenants who have sufficient income to 
become first-time buyers. CMHC publishes an indicator in 27 metropolitan areas 
across the country. This local coverage guarantees great sensitivity to actual market 
conditions. Always a leader, CMHC is constantly studying ways to enhance indicator 
construction so as to offer its clients quality information. 
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Affordability indicators at the crossroads 


he socio-economic 
environment in Canada 1s 
changing rapidly. In just a few 


years, Canadian households have had 
to cope with a restructuring of the 
economy, the globalization of markets, 
the struggle to balance public finances, 
and lightning growth in 
communication and information 
technologies. At the same time, many 
Canadians have changed the way they 
use credit, consume and invest. The 
extent of change in the way 
households deal with money is 
obvious. Take for example the growth 
of mutual funds since the beginning 
of the decade and, at the same time, 
the rise in the level of household 
indebtedness. 

Changes in consumption and 
investment patterns have also affected 
housing, a key use of disposable 
income. Most Canadians agree with 
public policy encouraging private home 
ownership. To support this policy, 
CMHC has for nearly ten years 
attempted to measure the precise 
ability of Canadians to afford homes. 
Affordability has been measured with 
two indicators: 

The supply indicator calculates the 
percentage of new and existing homes for 
sale on the market at or below the 
maximum affordable house price and the 
average prices paid by home buyers who 
meet the eligibility criteria of CMHC’s 5 
% and 10 % programs. The maximum 
affordable house price is based on the 
average income (ascertained through 
census data) of all renting households in 
the 20 and 44 age group, but not 
low-income renters eligible for NHA 
social housing programs. The maximum 
acceptable gross debt service (GDS) 

‘ratio 1s 32 per cent, including mortgage 
carrying costs, property taxes and heating 
costs. 

The demand indicator determines 
the income required to purchase a 
property based on the average starter 

| home price, including carrying costs. The 
eer measures the percentage of 
households with an income that would 
yield a gross debt service (GDS) ratio of 
(32 per cent or lower — that 1s, the 


percentage of households that can afford 
to purchase the average starter home. 

CMHC wishes to examine if these 
indicators are still meaningful and 
determine how they could be 
improved. This article is the beginning 
of a discussion that could lead to a 
reformulation in the way supply and 
demand affordability indicators are 
calculated. 


First Issue: Over the years, the 
household tax burden has 
increased and the gap between 
total income and disposable 
income has widened. 


Both the supply and the demand 
indicators have traditionally been based 
on the average total (that is, gross) 
income of renter households. For 
supply, the figure is used to calculate 
the maximum affordable house price. 
For demand, it is used to discover how 
many households have sufficient 
income to buy a home. 

A question has been raised as to 
whether average total household 
income accurately reflects ability to 
pay. This is because few households 
think of monthly carrying costs in 
relation to total income. Most 
households think of the amount they 
actually take home every month as 
their true income, and base their 
consumption and investment decisions 
on this disposable income. 

The disposable income of Canadian 
households has been decreasing for 
several years, while the gap between 
disposable income and total income 
has widened. Indirect and income taxes 
have gone up and transfer payments 
have decreased. According to Statistics 
Canada, the actual average family 
income after tax in 1996 (in constant 
dollars) was close to five per cent lower 
than in 1980, while the average 
before-tax income went up by only 
one per cent over the same period. 


Implications for the Supply 
Indicator 


As the tax burden has become more 

significant, continued reliance on the 
average total income of households in 
calculating the indicator has gradually 


overestimated their ability to pay and 
the number of affordable homes on the 
market. Consistant with this change, 
the actual GDS ratio of households 
who take out mortgage loan insurance 
ranges between 18 and 25 per cent, 
depending on economic and business 
conditions and locale. The indicators 
are now using a 32 per cent GDS ratio. 
In fact, over the past few years, 
growing payroll taxes, duties, permits, 
etc.... have eroded the share of gross 
income households can spend on 
housing. 


Implications for the Demand 
Indicator 


The demand indicator attempts to 
determine the income level required to 
buy a home by examining carrying 
costs. However, this income level 
tends to be underestimated in an 
environment of increased taxation. In 
light of these factors, it might be 
possibe to establish a more realistic 
maximum GDS ratio for the purpose 
of this indicator. 


Avenues to a Solution 


1. The use of disposable income for 
certain categories of households 
(for example, those with one or two 
incomes, with or without children) 
would probably provide a more 
accurate picture of financial 
capacity. Yet, even disposable 
income is determined by a 
multitude of variables and using it 
will not eliminate problems. 
Nevertheless, using it would be a 
step in the right direction. 

2. The question of the GDS ratio 1s 
more complex. GDS ratios for 
individual markets could give a 
better idea of the financial capacity 
of households to purchase homes. 
One possible approach would be to 
relate transaction prices in a given 
market to household after-tax 
income. 


Second Issue: First-time buyers 
are not a readily recognizable 


group. 


When affordability indicators were 


introduced, continued on page 10 
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Costs and Incomes for Demand Affordability Indicator First Half of 1998 


CENSUS 
METROPOLITAN 
AREA (CMA) 


Victoria 
Vancouver 
Edmonton 
Calgary 
Saskatoon 
Regina 
Winnipeg . 
Thunder Bay 
Sudbury 
Windsor 
London 
Kitchener 


St.Catharines- 
_ Niagara 


Hamilton 
Toronto : 
Oshawa 
Ottawa 

Hull 

Montréal 
Trois-Riviéres 
Sherbrooke - 
Québec 


Chicoutimi- 
Jonquiére 


Saint John 
Halifax 
St. John's 


Charlottetown 


AVERAGE 
STARTER 
HOUSE 
PRICE 


($) 


MONTHLY 
MORTGAGE 
COST 


($) 


ANNUAL 
PROPERTY 
TAXES 


($) 


ANNUAL 
HEATING 
COSTS 


($) 


MONTHLY 
TOTAL 
CARRYING 
COSTS 


($) 


INCOME 
REQUIRED TO 
CARRY HOUSING 
COSTS 


($) 


113,990. 


| 151,440 


| 73,069 


| 79,161 


JAN-JUN. 
1997 


172.964 
211,847 
113,376 
135,914 


JAN-JUN. 
1998 


152,731 
97,721 | 108,098 
86,319 
86,358 | 
120,983 
116,000 | 
124,505 


93,128 
95,053 


131,521 
130,462 | 139,703 


142,041 | 147,164 


120,766 


187,483, 
152,986 | 163,708 
140,398 | 153,231 
96,773 | 103,892 


107,513 


81,495 © 


83,520 | 90,127 


78,094 


81,086 
110,293 
98,488 
90,919 


75,900 


97,500 


Source: Canadian Housing Markets. 


/185,068 
234,739 
123,157 


125,694 
124,744 | 


161,110 
201,337 | 


116,415 
75,253 
88,074 


115,476. 


98646 | 


JAN-JUN. 
1997 


1,085 
1,292 
711 


JAN-JUN. 
1998 


1472 
853 957 
613 678 
542-584 
542 

736 | 

728 
824 
876 


923 


1,026 
961 
651 


- ae 


965 
490 


476 
_ (2a 


1,160 
fi. 


en 


0 


oe 


ett | 


JAN-JUN. 
1997 


1,639 


JAN-JUN. 
1998 


1,333 | 


1,333 1,352 


Note that property taxes do not include rebates that are available in some provinces. 
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1,638 | 


JAN-JUN. 
1997 


465 


JAN-JUN. 
1998 


733 


681 
661 


629 
B56 


JAN-JUN. 
1997 


1,275 | 
1,464 | 

881 
1,016 


JAN-JUN. 
1998 


1,354 
“1.748 
997 

1,131 
804 961 
776 | 975 


1,134 
LUSH 
1,286 


1,424 
1,452 
990 


926 
761 


677 
891 | = 985 
774 


47817 | 
54,914 
33,020 


1,026 | 30,744 
34,993. 


42,693 


95,013. 


53,821 | 


|| 1,370 
es 


. on: 


| 821 | 28,508 | 


| 706 | 
| 26,603 30, 


JAN-JUN. 
1997 


JAN-JUN. 
1998 


50,780. 
65421 
37,397 

42,420 


38,102 
30,153 36,035 
36,562 
+ 38,161 
35,146 39,588. 
37,172 | 42,527 


29,096 


37,438 | 44,906 


48,233 
64,838 
44,394 


93,389 


44,622 
33,014 


30,548 
25,857 


26,429 
33,417 
29,020 
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Costs and Incomes for Demand Affordability Indicator Last Half of 1997 


AVERAGE MONTHLY INCOME 

STARTER MONTHLY ANNUAL ANNUAL TOTAL REQUIRED TO 
HOUSE MORTGAGE PROPERTY HEATING CARRYING CARRY HOUSING 
PRICE COST TAXES COSTS COSTS COSTS 
PENeIS (8) (8) (8) (8) (8) (8) 
METROPOLITAN | jyi-péc. 
AREA (CMA) 


JUL-DEC. | JUL-DEC. | JUL-DEC. | JUL-DEC. | JUL-DEC. 
1997 1996 1997 1996 1997 


21,299 1,936 48,709 50,098 
1458 1,666. | 54,663. 62,464 
152,790 | 823| 947| 1,315] 1,333] 561| 611  979| 4,109) 36,709 | 41,577 


JUL-DEC. | JUL-DEC. | JULDEC. 


1996 


JUL-DEC. | JUL-DEC. | JAN-JUN. 


1996 1997 


Calgary 127,418 


Saskatoon 88,851 | 102,705 574 636 1,625 1,662 630 640 762 828 | 28,557 | 31,057 


Regina 80,056 | 93,651 517 580 2,347 611 621 743 828). 27,014: | 31,035 


115,965 | 132,530 749 821 1,760 1,808 685 735 952 1,033 38,741 


Windsor 


London 125,515 | 145,334 810 900 1,723 1,824 685 739 1,011 1,114 41,765 


43,669 


Kitchener 131,983 | 148,782 852 922 2,171 Pani 685 735 1,090 1,164 


12} 982 | 34,182 | 36,821 


| 1,148 1,242 | 43,041 | 46,559 
(/206683 1.117 | 1,281 | 2805 | 2803 645 676 1,405 1,871 | 52,673 58,804 
161,446 | 949 1,000} 2374) 2979| 645] 676 | 1,200| 1,255 | 45,011 | 47,059 


Oshawa 146,961 


Ottawa 132,648 | 156,406 856 1,277 | 43,581 | 47,885 


942 | 33,536 35,312 
1 | 4,074 : 34,434 40,267 
760 | 25,109 | 28,486 
817 | 29,755 | 30,637 
901 | 31,741 | 33,785 


Hull 97,109 | 107,805 627 


“Sherbrooke | 


Québec 87,148 | 98,462 563 


Chicoutimi - 
Jonquiere 69,757 | 77,629 450 481 1,594 1,611 1,406 1,436 700 735 | 26,261 | 27,560 


Saint John 77,375 | 79,300} 500} 491) 1,194} 1,200} 1,063} 1,150} 688 | 687 / 25,786 | 25,768 
Halifax 102,327 |106,200 58 1,330 , : 31,965 | 32,479 
_ St. John's - 90,250 | 97,350 775 | 804 29,076 | 30,142 
~ Charlottetown 78,500 | 78,102 26,714 | 26,236 


Source: Canadian Housing Markets. 
Note that property taxes do not include rebates that are available in some provinces. 
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continued from page 7 


households who used the 10 per cent 
down payment program were 
considered to represent first-time 
home buyers. But insurance programs 
for home buyers have changed 
dramatically since then. 

In 1992, first-time buyers became 
eligible to buy homes with down 
payments as small as five per cent. The 
First Home Loan Insurance Program, 
which made these low down payments 
possible, was originally a temporary 
measure, aimed at revitalizing the 
economy following the 1991-1992 
recession. The program was 
subsequently extended and, earlier this 
year, it was made permanent and 
became available to all home buyers. 
This program change has made it very 
difficult to identify households that are 
buying a home for the first time. 

Data clearly shows that buyers who 
pay only five per cent down are quite 
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different from those who make a down 
payment of over ten per cent. It is clear 
that households purchasing a property 
for the first time make a growing use 
of the five per cent down payment 
program. As the five per cent down 
program has become available to every 
buyer, other circumstances have also 
changed. Prices have become more 
stable, and have even declined. It is not 
rare for buyers to purchase a second or 
third home with a down payment of 
under 25 per cent. These changes 
together have complicated our efforts 
to know the prices of houses 
purchased by first-time buyers. 

Over the past few years, some 
observers have suggested to calculate 
the affordability indicators using 5 % 
program data or a combination of both 
regular and 5 %. Since the 5 % 
program was a temporary program, the 
construction of the indicator was not 


modified. 
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Implications for the Supply 
Indicator 

There is less implication for the supply 
indicator. The supply indicator already 
indicates the percentages of homes 
affordable to buyers with a down 
payment of five per cent or ten per 
cent. However, the availability of 5% 
financing to all buyers since May this 
year will tend to over estimate 


affordable supply. 


Implications for the Demand 
Indicator 

Changes in mortgage insurance now 
make it difficult to know exactly who 
are first-time buyers. Given the 
growing gap between those purchasing 
with 5 % downpayment and those 
purchasing with 10 % downpayment, 
the demand indicator tends to 
underestimate the percentage of 


continued on next page 
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Ths valuable and comprehensive report analyses 
long-term affordability trends in major urban 
centres across Canada from 1970 to 1997. 


RENTER 


_ 
BUYER 


OE 


Did you know? 

e Housing in every major 
Canadian centre was more 
affordable in 1997 than in 1970 

e Chicoutimi has been the 
most affordable centre in 
Canada since 1970 

e Halifax has made the greatest | 
gains in housing affordability /* 
in the past 27 years 

e Vancouver and Victoria 
recorded the lowest level 
of affordability on record 
in 1981. 


CMHC’S 
27 YEAR 
HISTORICAL 
AFFORDABILITY 
REPORT 


Call 1 800 668-2642 to order your copy. 
Visit our web site at www.cmhc-schl.gc.ca 
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renters who can afford to buy a first 


h Demand Affordability Indicators 
ome. 


Avenues to a Solution 


1. If our primary objective is to 
measure supply in terms of the 


number of affordable homes and to 


measure demand by knowing the 
number of renters who can afford 
to buy a home, it might be best to 
use the number of buyers with a 
five per cent down payment. This 
would yield indicators reflecting a 
minimum price threshold for 
today’s buyers, just as were 
originally yielded by figures 


showing the number of buyers with 
ten per cent down. Prices calculated 


in this way would be a more 
accurate reflection of market 
conditions. 


2. A mechanism already exists that will 


allow us to accurately evaluate 
starter home prices in metropolitan 
areas. We can use the automated 
mortgage loan insurance system 
(emili) to identify households that 
are truly first-time buyers. ™ 


Calling All Readers 


| In order to enrich the discussion and 
gather as many innovative ideas as 
possible, CMHC’s Market Analysis Centre 
is requesting your views on the avenues 


that we should pursue in view of refining 
our affordability indicators so that they 
may better reflect changing market. 


Philippe Le Goff, Senior Economist 
Tel.: (613) 748-2000 ext. 3567 


E-mail: plegoff@cmhc-schl.gc.ca 


Household Income — Household income is taken from the 1991 Census and inflated 
annually using CMA Consumer Price Index (CPI). 


Percentage of Renters Who Can Afford — Represents renter households in the prime 
home buying age group of 20 to 44 years who have an income at least equal to the 
amount required to purchase an average starter home. Includes all households in the 20 
to 44 age group irrespective of their income. 


Average Starter House Price — The average price for an NHA-insured home. Includes 
the following house types: single, semi-detached, row house, mobile home, and 
apartments for ownership. So that NHA starter home prices are representative of first-time 
buyers at all time periods, the data are analysed to minimize for distribution changes that 
would otherwise skew the average. NHA-insured homes are typically bought by young 
first-time buyers with a down payment of less than 25 per cent. The price is the average for 
each six-month period. This price excludes homes insured under the First Home Loan 
Insurance program to maintain historical comparisons. 


Monthly Mortgage Cost — The monthly principal and interest payment associated with 
the average starter home price, assuming a 10 per cent down payment. The mortgage 
balance includes the required mortgage insurance premium. 


Property Taxes — Average property taxes for a dwelling occupied by its owner. Data are 
CMHC estimates. 


Heating Costs — Average costs for a starter home. Data are CMHC estimates. 


Total Monthly Carrying Costs — Total of monthly payments required for principal, 
interest, average property taxes, and heating costs. 


Income Required to Carry Total Costs — The income required to cover the mortgage 
payments, property taxes and heating costs, assuming a 32 per cent gross debt service 
ratio. 


Mortgage — A three-year-term closed mortgage with 25-year amortization period. An 
average mortgage rate of 6.53 per cent was used for the last half of 1997 and a rate of 
6.66 per cent was used for the first half of 1998. 


Supply Indicators 


Categories of Affordable House Prices — Max. Affordable is based on average income 
of all households, family and non-family, but not low-income renters eligible for NHA social 
housing programs. Regular (10% down payment) is identical to the Average Starter House 
Price in the definitions of the demand affordability indicator. FHLI (5% down payment) is 
the average price for an NHA-insured home under the First Home Loan Insurance 
program. Includes the following house types: single, semi-detached, row house, mobile 
home, and apartments for ownership. FHLI homes are available to all buyers with a 
minimum 5 per cent down payment. The price is the average for each six-month period. 


Range of Affordable House Prices — Max. Affordable is the maximum price a 
household could afford given its income and assuming a 32 per cent gross debt service 
ratio to cover the mortgage payment, property taxes and heating costs. It is based on a 
three year mortgage rate and a 10 per cent down payment. Both Regular (10%) and FHLI 
(5%) are average prices of homes insured with these products. 


Resale Supply Available — Percentage of MLS active listings at or below the range of 
affordable house prices. The sources are local Real Estate Boards. 

Most Prevalent House Types — The house types most often listed in the supply of active 
MLS listings. The sources are local Real Estate Boards. 

Affordable New Construction — Percentage of new single, semi, apartment or row 
dwellings sold at or below the range of affordable house prices. 


Canadian Housing Markets is a quarterly publication featuring CMHC’s affordability indicators and housing forecasts semi-annually. The affordability indicators and the housing forecasts are 


based on the expertise of local market analysts across the country. 


Comments and requests for additional information may be referred to Philipe Le Goff, Senior Economist, Market Analysis Centre, Canada Mortgage and Housing Corporation, Ottawa. 


Tel.: (613) 748-2000 ext. 3567. Internet: plegoff@cmhc-schl.gc.ca 


To subscribe: in Canada, call 1-800-668-2642: outside Canada, call 1-613-748-2003. 
Annual subscription (four issues) $44 + GST Catalogue No. CHMSE — Single issue $11 + GST Catalogue No. CHME-0398 
To receive your subscription over the Internet, contact the Canadian Housing Markets Online Service (CHMOS) at 1-888-246-6763 or visit our “House Page” at 


http://www.chmos-sd-mloc.ceds.com 
$25.00 per issue 


Cette publication est aussi disponible en francais sous le titre Marchés de I’habitation canadiens Numéro de catalogue CHMSF 
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All rights reserved. No portion of this publication may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanic, electronic, photocopying, recording or 
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In today's business environment, 
we must not only look at what is 
happening today but also into 
the future. 


Plan now to attend Canada 
Mortgage and Housing 
Corporation's 1998 Housing 
Outlook Conferences and get 


the local and provincial forecasts 


to help you succeed in 1999. 


Mark your calendar now! 


Vancouver 
Hamilton 
London 
Calgary 
Halifax 
Québec 
St.Catharines 
Montréal 
Windsor 
Sudbury 
Thunder Bay 
Sherbrooke 
Ottawa 
Kitchener 
Toronto 


Registration is limited, so call today to reserve or to inquire about receiving conference programs, 


Vancouver Trade & Convention Centre 
Howard Johnson Royal Connaught 

To be determined 

Calgary Convention Centre 

World Trade & Convention Centre 
Hotel Plaza Québec 

Prince of Wales in Niagara-on-the-Lake 
Hotel Westin Mont-Royal 

University of Windsor 

Sheraton Four Points Hotel 

Valhalla Inn 

Hotel Delta 

Capone's Ristorante & Banquet Facility 
To be determined 

To be determined 


Conference 


November 5 
November 12 
November 17 
November 17 
November 17 
November 17 
November 18 
November 19 
November 19 
November 25 
November 26 
November 28 
November 30 
February 1999 
February 1999 


Jeffrey Bacon 
Beverly Doucette 
Beverly Doucette 
Nicole Stang 

Todd Selby 
Jean-Francois Dion 
Beverly Doucette 
Jean Laferriére 
Beverly Doucette 
Beverly Doucette 
Beverly Doucette 
Héléne Dauphinais 
Beverly Doucette 
Beverly Doucette 
Beverly Doucette 


proceedings, or to find out about conference dates and locations. 
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(604) 737-4088 
1 (800) 493-0059 
1 (800) 493-0059 
(403) 515-3007 
(902) 426-8465 
(418) 649-8101 
1 (800) 493-0059 
(514) 496-8564 
1 (800) 493-0059 
1 (800) 493-0059 
1 (800) 493-0059 
(819) 564-5622 
1 (800) 493-0059 
1 (800) 493-0059 
1 (800) 493-0059 
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Fourth Quarter 1998 


In 1999, all eyes will be on the Greater 


Toronto Area 


In general, housing markets in census metropolitan areas (CMAs) will offer a mixed performance in 1999. Growing 
metropolitan areas are almost equal in number to those experiencing a drop in activity. However, CMHC expects a 
downturn of 1.0% in the volume of housing starts for all CMAs combined in 1999. The slowdown in housing will be most 
concentrated in Vancouver, Calgary and Edmonton. An expected increase in housing starts in the Greater Toronto Area and 
in Atlantic urban centres will not be enough to compensate for losses in the western part of the country. Existing home 
sales will record a decrease (-2.7%), the second consecutive annual decrease following a record level in 1997. 


The Canadian economy is on 

a slowing trend and job 

growth outlooks for 1999 are 
less promising in 16 of the 27 
metropolitan areas. Net job creation 
is estimated at 2.0% for all CMAs in 
1999, as opposed to 2.8% in 1998. 
Furthermore, consumer confidence is 
dwindling. According to surveys 
conducted by the Conference Board 
of Canada, 48% of people surveyed 
between July and September 1998 
stated that it was an appropriate time 
for purchasing a home, as opposed to 
60% the beginning of the year. 
Clearly, the summer’s world-wide 
economic malaise and a low Canadian 
dollar weakened consumer 
confidence. 

With a more moderate economic 
outlook, international net migration 
should remain below targets of 
approximately 180,000 individuals per 
year, as has been the case since the end 
of 1997. For large urban centres, 
international migration is a big 
contributor to housing markets which 
can make the difference between 
growth and stagnation. 

In this context, and despite low 
mortgage rates forecasted for 1999, 
housing markets should generally 
continue the moderate slowdown 
started in 1998. 


Ontario in the front seat 


If, in 1999, the market performs better 
than expected and the volume of 
housing starts continues near its 
current pace, Ontario will be at centre 
stage with Toronto playing the leading 
role. Strong job creation, the return 
of positive net interprovincial 
migration, recovery from the summer 
strikes and a tighter resale market puts 
Ontario in an excellent position. 
Housing starts should rise by close to 
10% in Toronto in 1999, by 8% in 


Hamilton and in Oshawa, by 7.5 % in 
Thunder Bay and by 2% in Ottawa. 

With respect to resale, the number of 
transactions will decrease by 4% in 
Toronto next year because of a more 
limited choice of homes for sale. Minor 
drops in the number of transactions are 
also expected in St. Catharines (-1.1%), 
Windsor (-1.9%) and in London 
(-3.9%). 


Continued on page 4 


Forecast Highlights 


@ Following a 3.1% decrease in 1998, the total number of housing 


Starts will drop by 1.0% in 1999. 


@ Single-detached housing starts will be least affected by the drop 


in activity in 1999 (-0.5%). 


@ The construction of multiple units will decrease by 1.7%. 


®& Growth is moving toward the eastern part of the country and 


Ontario should benefit most. 


@ Housing starts in Vancouver, Calgary and Montréal will come very 


close to the 10,000 units mark. 


@ Existing home sales will drop by 2.7% in 1999. Setbacks in the 
Toronto, Montréal and Calgary markets will cancel out gains in 
British Columbia as well as several urban centres in Quebec and 
in Ontario. 
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Local Housing Market Indicators 


3 UNIT+ 

APT. 
| HOUSE AVERAGE STRUCTURE 
CENSUS | | PRICE SINGLE NUMBER SINGLE VACANCY 
METROPOLITAN TOTAL el wovema te |e |cHobeMg (Ore Mekoieee | “sed. ceatie lleece | cavennae Stier incre” 

AREAS (CMA) EMPLOYMENT | CHG STARTS CHG CHG STARTS CHG | PRICE CHG (RES.) | CHG PRICE $ CHG % 
Victoria = 1997 | ‘151.400 13h 30} 609}  — | 314950 4906) | 285976 | 55. 
1998** | 149735 | -1,1 917 | -30,1 -2,5 480 | -21,2 316000) 03 4800 -37 236000 0,0 3,8 
1999** | 150334 | 0,4} 1040 | 134 021 535 | 118 312000, 12 4050 31 | 234000 | -o8 3,4. 
Vancouver 1997 | 941000 15 950 | -3,2 | 4685 511 250 25 901 378 881 17 
4g998** | 970000 | 3,1 | 13000 |-185 | -2,2 | 3200 | -31,7 | 485670| -5,0 | 19100 | -26,3 | 365000 | -3,7 2,7 
1999** | 974800 | 0,5 | 10450 | -19,6 05 | 2120 | -33,8 | 461400| -50 | 19890 | 41 | 357700) -20,) 22 
Edmonton 4997 | 474900| =| 4962 18) 3605) | tba2s 13016-12038 
1998** 482900 | 1,7 | 5500 | 108 5,0 | 3800 3,1 | 167500} 5,2} 13400| 30 | 129000 4,6 1,9 
 Hgog** | 488400 | 1,1. | 4850 | -11,8 4,5 | 3350 -11,8 |175500| 4,8 12750 -4,9 132900 3.0 15. 
Calgary 997 | 466100 | 9,3 | 11215 | 57,7 7,7 8656 | 47,7 | 179250) 1,9) 21559 | 21,3 | 151541 | 8,0 0,5 
1998** | 490000 | 5,1 | 11500) 2,5 90 | 8800 1,7 188000) 49 | 20500) -4,9 | 164000 | 82 0,6 
1999** | 505000 | 3,1 | 10700 -7,0| 7,0 8000, -9,1 |196000| 4,3 | 18500 | -98 | 170000 | 37 0,5 
Saskatoon 400? | 1122201 = | 1187 “20 \> 7G. eee it 
n998** | 113000 | 0,7 | 1050 |-11,5 30 | 650 | -83 | 184000; 26 | 3300| 47 | 105000) 68) 08 
nooo" | 114000 09 1100) 48) 251 600) (492000; 43) 3300 00 | 199000) 381 10> 
Regina 1997 | 102000 516 3,5 | 370 147 368 2926 82 643 15 
1998** | 103000 | 1,0} 700 | 35,7 5,3] 500 | 35,1 | 150000; 1,8 | 2875 | -1,7 | 84500] 22 1,7 
1999** | 105000 | 19/ 700| 00 40 | 500} 0,0 /151000! 0,7 2900) 09 | 86000| 18 2,0 
Winnipeg «097, «(| «952800 | 1518 | tee hr a 
yg08** | 361900 | 27 | 16201 67 | 1,01) 1170] 18 155640; 10| 9820| 11 | 85700| 00} 40 
1999** | 368400 | 1,8) 1580 | -25 08 | 1960 | -17 | 156575) 06 | 9446 | 38 | 86725 | 12 5,6 
Thunder Bay 1997 61 800 266 03 | 184 177 792 1431 111608 Li 
1998** | 59000 | -45 | 228 |-14,3] -22| 165 |-10,3 | 170000) -4,4 | 1288 | -10,0 | 110492 | -1,0 9,3 
jg99** | 59500] 08| 245 | 75] 02/ 185 | 121 |172000| 12] 1352 | 50 |111597 | 10 9 
Sudbury 1997 memo. RL | «CCT tt te 
igos**| 795001 10| 2401-146 | -18| 225 | -7,0 | 169000; 14 | 1750 | -7,9 | 108500| 03 94 
Hogo** | 79750 | 03 | 250] 42 o30 | 22 1173750, 28 1775 | 14.1 108760 | 82 65 
Windsor 1997 | 133 400 2102 3,6 | 1574 189 077 5 045 124 631 4,5 
1998** | 140000} 4,9 | 2100 | -0,1 1,0 | 1350 |-14,2 |189100) 00 | 4875 | -3,4|130000|] 4, 4,4 

1999** | 143000 | 21 | 1950| -71| 15 | 1300| -37 | 190000} 05 | 4780 | -1,9 | 132600 | 2.0 31 
London =O? «| 210400, kor, si“‘<‘(éé#‘C OGG): ©6©6UTLL == «6 Gh — i 
figgs** | 209900 | -0,2 | 2075 | 148 | 03 | 1320| 08177750! 111 6350| 13 |129000| 12| 45. 

1999** | 212600 | 13 1970 | -51 05 | 1255 | -49 |180000| 13 6100] -39|131000| 16 41 
Kitchener 1997 | 204500 aR 0,7 | 1539 176 201 4 295 141 402 1,9 
1998** | 208300 | 1,9 | 2300| 59 17 | 1750 | 13,7 183000) 39 | 4400] 24 | 145600 | 30 15 
1999** | 211850 | 1,7 | 2200 | -43 2| 1550 |-11,4 |188500! 30] 4600) 45 | 149000| 23 2,0 
St. Catharines- 11997 | 161700} | 1462 39 1007 | 175.540 2.849 125 109 54. 
Niagara 90st" | 166900 | 32 139601 -7.0, 311 10251 18 183677) 46 | 3060) 74 | 128295 25 46 
iggg** | 168100} 07 | 1380| 15 | 27 | 1015 | -1,0 | 180000) -20 | 3025 | -1,1 | 128500 4,6 

Hamilton 1997 | 315200) 22, 3698 | 400) 39] 2239 | 521 | 212178 9972 | -25 |151538 | 65 | 3,1 
1998** | 326200 | 35 | 3700/ 0,1 3,0 | 1800 |-19,6 | 214000; 09 | 9700 | -27 | 153750) 1,5 a2 
ggo** | 333400 | 22 | 4000} 81 | 15 | 2200 | 22,2 |218000| 19] 10000 | 3,1 | 156000 | 1,5 22 
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Local Housing Market Indicators (cont'd) 


3 UNIT+ 
APT. 
cnet a mae | | wen | | anne |_| aR 
METROPOLITAN | ro | TO | wns |] MEE | ie | we | ie Joe | Ma |e | SE | ne | Ca 
AREAS (CMA) EMPLOYMENT | CHG | STARTS __PRICE (RES, sl PRICES | CHG | % 
Toronto 1997 2.240 000 1 255 288 41 4 21307 | 08 
g98** 2320000 6500-26 218000, 32, 08 
go9** 2385000 250 98 000 | 54000 | -44 224500 30) 0,5 
Oshawa 1997 136.000 1736 184 319 2,4 
140 500 -10,4 1500 | -13,6 | 195000| 5,8 2,0 
144.000 | | 1630 | 8,7 | 205000) 54) d 15 
Ottawa “| 03700 - 0531 | 17600 O47 aes a 
| 420 500 2 p i 530 : 4 cd 155 600 07 : : 24 
428500 | 19 14} 187800) 26) 9585 | 06/158540/ 19) 3 
Hull 128 130 119 000 2071 95 226 9,4 
128 630 03 | 118000} -08 | 2245] 84] 96500| 1,3 67 
semen 999°" | 129330 EEN, BIO a2 | 97500. | 1.0 6,6 
Montréal 1997 1585700. ) 132.400 | 1653 | 130 | 118197 | 551 59 
1998** 1 625 700 O02 10 4a 
“1999** | 1 660 700 -48| 126000) 24, 54 
Trois-Rivigres 1997 61 000 75 700 8,6 
fees 62 000 13,6 | 77000 | 1,7 8,5 
_ 1999** | 64 000 85 | 1,9 | 78000 | 1,3 8,8 
Sherbrooke 1997 65.600 951 | 211 | 88000 | 128| 75 
66 100 73) 92000! 45) 73 
. ggg** | 67 300 18|.94000) 221 63 
Québec «1997 | 319.400 86 727 6.6 
1998** | 325 000 -3,8 | 85500 | -1,4 5,2 
1999** | 333 000 1800 | -27 | O5 25 | 85500 | 00 5,8 
Chicoutimi 1997 64960 -80,5 500-722 00 ) 71,3 | 75200) -120) 441 
~— Jonquiére ee 65500 08, 470) 60) 00 291 76000 | 14 4,8 
, goo | ee 2 ke -48 | 75500 | -07 45 
Saint John 1997 56.800 | 234 3,2 86 171 8,2 
fis6*= ) 59200 | 4.2} 285 | 218] -1.4| 235 | 343 [118000] -47| 1300] 20] er250| 13] 73 
1999** | 60400 | 20 | 375 | 31,6 -1 | 300 | 27,7 |121000| 25] 1225| -58 | sg000| 20 63 
‘Halifax ee me a i 502 122 166 77 
| 998** | 178000 27 1900) -80 20 1200-134 | 150000 ‘18 | 5200) 25 1|125700| 29 5,5 
tggg** | 180000 1,1. | 2250 184) 3,0 | 1400 | 167 152000, 143 5100 -1.9 127500 14 - 
St, John's 1997 79 800 932 21 | 522 | 125 300 2 080 92797 | 16,6 
fogs" | 82000) 28) 825 /-11,5 | -05| 475 | -90 127500) 18] 2100] 10] 93000) 02| 15,4 
iggg** | 84000 | 2.4 | 850) 30) 05) 550 | 158 | 130000! 201 2125) 121 93500 05 120 
Charlottetown 1997 17 820. o3i |. oe ee ar 300 4,1 
pes 17500 | -1,8 | 285 | 23,4 175 | 64 /122500) 26 485 | 15,2 | 94000 -34 6,1 
hee 17600 | 06| 320 | 123 200 | 14,3 |121000) -1,2) 460 | -52 1 950001 11 6,5 
CMA 1997 | 9097 930 | 98 837 | 56 349 224 356 44 
TOTAL 1998** 9350965 | 2,8 | 95728) -3,1 53225 -5,5 215603 -3,9 | 3.4 
1999** 9534264 2,0 94050 | -1,0 | 62.460 | -05 209778 | -2,7 | | i 86 
Ne 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian 


Real Estate Association. 


** 1998 AND 1999 values are CMHC forecasts. 
SOURCES: CMHC, Statistics Canada and local real estate boards. 


“MHC CANADIAN HOUSING 


MARKETS - FOUR QUARTER 1998 


t Average MLS price of all types of units. 
¢ Single and semi-detached. 


PAGE THREE 


In 1999, all eyes will be on... 


, ° re 
Continued from page | 


Housing recovery in 
the Atlantic CMAs 


The best prospects for housing starts 
are probably in the Atlantic region 
with Saint John (+32%) and Halifax 
(+18 %) in the lead. Charlottetown 
(+12%) and even St. John’s (+3%) 
should gain some ground after having 
a disappointing year. As far as resale 
is concerned, Atlantic centres will be 
facing the same fate as the rest of the 
country: a slowdown in activity. 


Another good year in 
Saskatchewan and in Manitoba 


In Manitoba and in Saskatchewan, 
new and existing housing markets are 
characterized by their stability, the 
only exception being Winnipeg with 
an expected decrease (-4%) in the 
number of resale transactions next 
year. In Saskatchewan, changes in the 
volume of activity on the new and 
existing markets will be fairly 
marginal, remaining very close to 1997 
record levels. 


Slight downturn in Quebec 


For their part, Quebec metropolitan 
areas will see fewer housing starts, 
with the exception of Montréal where 
activity will remain stable. The 
Montréal area, however, will 
experience fewer in transactions on 
the existing home market (-5%), 
accompanied by a higher average price 
(+2,4%). Resale market gains are 
expected for Sherbrooke and 
Trois-Riviéres. 


New home market continues 
to fall in Vancouver but rises in 
Victoria 


Market swings will be most 
pronounced in British Columbia. As a 
result of the significant decrease in 
housing starts (-20%) in Vancouver, 
the country total will experience a 
decline in the number of housing 
starts in 1999. As a minor 
consolation, a rollback in prices will 
bring ona slight recovery in the resale 
market (+4%), following a 26% 
decline in the volume of transactions 
in 1998. 


Market activity in 1999 
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The situation is particularly difficult 
in urban centres linked to natural 
resource industries oriented toward 
exports. In 1998, housing starts outside 
metropolitan areas should fall by 36% 
over 1997, that is, almost twice the rate 
of decline experienced in Vancouver. 

The situation is more encouraging in 
Victoria where housing starts (+ 13%) 
and existing home sales (+3%) will 
recover some of the ground lost in 1998. 
Overall, the job creation outlook is 
poor in British Columbia and the 
expected decrease in net migration 
leaves little hope for market growth. 


Alberta running out of steam 


Alberta will also drag down the 
national total of housing starts in 
1999. The “engine” providing impetus 
for housing starts in Alberta will run 
out of steam. Even if it remains high, 
the level of housing starts will fall in 
Calgary (-7%) and in Edmonton 
(-12%). A similar scenario is seen for 
resale where the volume of 
transactions will drop back 10% in 
Calgary and 5% in Edmonton. 
Following the hectic pace in the past 
few years, activity will slow toward a 
more sustainable pace over the next 
few years. 


Thunder Bay 
a 


Bue at St. John's 


Kitchener 
Sherbrooke 


Vancouver 
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Migration determines ups and downs of 
housing markets 


n the fourth quarter issue of 

Canadian Housing Markets 

in 1995, we stated that 
migration was one of the main factors 
affecting residential housing markets 
in the 1990s. Our analysis has since 
been proven correct; the regions with 
the most housing starts have been 
those whose net migration was on the 
rise. Now that the decade is drawing 
to a close, it is time to summarize this 
component’s effect on housing 
markets. 

This article provides an overview of 
dominant migration flows and attempts 
to evaluate their impact on the number 
of housing starts in the country’s major 
regions. 


The increasing significance of 
migration 

During the twelve-month period 
ending July 1, 1998 and for the first 
time since 1986, Canadian population 
growth was less than 1%. According 
to Statistics Canada, this was the 
result of a decrease in both the birth 
rate and international immigration”. 
At the same time, an estimated 
358,800 people migrated from one 
province to another, a 1.6% increase 
over the previous year. As a result, 
now more than ever, residential 
construction occurring in the most 
active urban centres can be attributed 
to international or interprovincial 
migration. 


British Columbia is not out of 
the woods 


Over the past eighteen months, 


problems in the Vancouver and British 


Columbia real estate markets have 
regularly made headlines. Some 
observers point to the drop in 
immigration, especially from Hong 
Kong. But the downturn in British 
Columbia housing starts can be 
explained primarily by the ongoing 
reduction in interprovincial net 
migration” since its peak in 1994 
when B.C. posted a gain of nearly 
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Demographic Growth Components 


Thousands of individuals 
Annual average by Census period 
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SOURCE : CMHC, Statistics Canada. 
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34,500 people. Between the third 
quarter of 1997 and the second 
quarter of 1998, the province recorded 
a net loss of 4,230 people. 

Housing construction in British 
Columbia, which relies heavily on 
international migration, fell more than 
50% in four years. Yet contrary to some 
observers’ comments in the past, British 
Columbia’s net international migration 
remains very high. Between July 1997 
and June 1998, it reached 33,000 people 
and has averaged 34,000 for the last ten 
years. Nevertheless, immigration is 
weakening, a trend that appears to have 


British Columbia 


Thousands of migrants 


1990 
) Total net migration 


SOURCE : CMHC, Statistics Canada. Annual averages 


gained momentum since the beginning 
of this year. Second quarter figures for 
1998 are the lowest since 1991. For 
British Columbia and particularly 
Vancouver which attracts the majority 
of new immigrants, the situation is 
worrisome; the health of B.C. housing 
markets is dependent upon migration 
more than it is anywhere else in the 
country, except perhaps Alberta. 

The analysis of data on migration 
and housing starts for the past 20 years 


* Includes migration of non-permanent 
residents and returning Canadians. 


Thousands of housing starts 
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British Columbia — Migration 
Thousands of migrants had less impact on housing starts in 
60 Alberta. 

Residential construction in Alberta 
thrives in fact on interprovincial 
migration. During the twelve-month 
period ending June 1998, Alberta 
recorded a net gain of 47,000 people at 
the expense of other provinces, 
reinforcing a trend for the last three 
years. If we use a ratio of three persons 
per household, this migratory influx 
means an annual requirement for new 
housing of about 15,000 units, or 55% 
of this year’s anticipated housing starts. 
These migrants will most likely spur 
new housing construction since the 


Interprovincial International unoccupied inventory of new housing is 
SOURCE : CMHC, Statistics Canada. Annual averages low and rental market vacancy rates in 
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1980 1985 1990 1995 2000 


demonstrates how closely these two Alberta 
variables are related. A continuing Thousands of migrants Thousands of housing starts 
decline in British Columbia residential 60 35 
construction 1s all the more likely as the 50 a 
employment outlook becomes clearly 40 
more promising in Alberta and Ontario. 30 25 
In comparison to the two competing 20 20 
provinces, higher housing costs and 40 te 
heavier tax burdens also hamper British 0 
Columbia’s net interprovincial AG 10 
migratory movement in the short and oe 5 
medium term. 5G 0 

On the international level, it will be 1985 4990 4995 5000 
many months before Asia’s financial lel 
crisis is resolved and this will have a RY pela Sheen S lane 
direct impact on international SOURCE : CMHC, Statistics Canada. 
immigration to British Columbia. 
Asia’s crisis has, in effect, reduced the 
number of immigrant investors who . “ 
meet Immigration Canada’s criteria. Alberta — Migration 

Thousands of migrants 

Alberta favoured by migratory 50 
influx 40 
Alberta boasts impressive residential 30 
construction activity. In 1998, 
housing starts will likely total about 20 
27,000 units, a 14% increase over 10 
1997. In contrast, Canadian housing 0 
starts will drop 4%. Calgary now leads 
Montréal and is close to Vancouver’s -10 
starts levels. Calgary’s rental housing -20 
vacancy rate is also stable at less than 
1%. oy 

Contrary to Ontario and B.C., -40 
Alberta depends little on international 1980 1985 1990 1995 2000 
migration. The declining number of 88 Interprovincial — International 


international immigrants to the 


; SOURCE : CMHC, Statistics Canada. Annual averages 
country in recent years has therefore 
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Calgary and Edmonton are less than 1% 
and 3% respectively. 

In spite of an anticipated slowdown, 
Alberta still has good prospects for 
economic and employment growth in 
1999. Slowing employment growth will 
mean fewer new arrivals and a decline in 
housing starts. But a plunge in 
migration and housing starts, similar to 
the early 1980s, is unlikly as Alberta has 
diversified its economy. 


Manitoba and Saskatchewan 
unable to stem seepage 


In spite of posting the country’s 
lowest unemployment rates and 
significant levels of economic growth, 
Manitoba and Saskatchewan continue 
to lose residents the other provinces. 
Between July 1997 and June 1998, 
Manitoba and Saskatchewan recorded 
negative net migration of 3,550 and 
2,439 people respectively. This is a 
significant impediment to new 
housing development. 

The migration outflow is much 
lower than in the early part of the 
decade. However, given the predicted 
economic slowdown in these two 
provinces, out-migration can be 
expected to increase. Since Alberta is 
one of the main destinations for 
residents of Manitoba and 
Saskatchewan, only a significant 
deceleration of Alberta’s economy 
might stem the flow. 

The combined migration loss 
recorded by these two provinces 
_ between July 1997 and June 1998 
_ represents a potential loss of 1,500 to 
2,000 housing starts, or one-third of the 
' volume expected in 1998. 

\ 
_Ontario’s interprovincial 
| migration turns positive 
In the past few quarters, Ontario has 
posted a significant positive 
_interprovincial migration balance for 
‘the first time since 1988 (6,662 people 
| between July 1997 and June 1998). 
This is in sharp contrast to the last 
decade when many Ontarians left the 
province for British Columbia and 
Alberta. Today, the province’s 
brighter economic outlook is 
‘motivating Ontarians to stay at home 


Manitoba & Saskatchewan 


Thousands of migrants 


1985 1990 
Total net migration 


SOURCE : CMHC, Statistics Canada. 
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Manitoba & Saskatchewan — Migration 


Thousands of migrants 
15 


1985 
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SOURCE: CMHC, Statistics Canada. Annual averages 
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and bringing in residents from other 
provinces. 

It would appear that British 
Columbia’s economic problems and 
Alberta’s decelerating rate of economic 
growth will mean that Ontario will reap 
a major share of interprovincial 
migration as we near the end of the 
century. If this net influx continues, it 
will undoubtedly help boost demand for 
housing in 1999. Among the provinces, 
Ontario should experience one of the 
strongest rates of growth in housing 
starts in 1999. 

In spite of the gradual decline in the 
number of international immigrants 
settling in the province since 1993, 


Ontario still received more than 80,000 
people from abroad in the 
twelve-month period ending June 1998. 
The majority of them headed for 
Toronto. This influx alone is likely to 
increase housing demand potential by at 
least 20,000 units annually. 


Migration flows in and out of 
Quebec: A zero sum game 


Over the past few years, declining net 
migration has restricted housing 
demand potential in Quebec. In fact, 
for the past 20 years, positive 
international migration has barely 
managed to offset negative 
interprovincial migration. 
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Zero net migration has meant that 


ee Quebec generates 17% of the country’s 
Thousands of migrants Thousands of housing starts housing starts while its demographic 
oe 120 weight is about 25%. In contrast to 
180 110 Alberta and British Columbia, . 
160 100 migration’s contribution to housing 
440 | 90 starts is only marginal in Quebec. 
120 80 ; ' 
400 Pa70 Large outflow in the Atlantic 
80 60 provinces 
Noe From the migration perspective, the 
a Atlantic region is by far the underdog. 
_ . . 90 First, international migration is 
4990 1995 2000 positive but low, totalling less than 
® Total net migration — Housing starts 5,000 people annually for the past 
SOURCE : CMHC, Statistics Canada. ECV ae ea 
however, is that interprovincial 
migration for the Maritime provinces 
shows a persistent and escalating 
Ontario — Migration outflow. 
Thousands of migrants Between July 1997 and June 1998, 
150 the four Atlantic provinces combined 


lost more than 20,000 residents to other 
420 provinces. The outflow affects mainly 
Newfoundland and, to a lesser extent, 
New Brunswick. Prince Edward Island 
is staying afloat while Nova Scotia is 
posting a slight inflow of residents. 

This is the highest level emigration 
from the Maritime Provinces in twenty 
years and the outflow is clearly 
increasing. Were it not for this exodus, 
Maritime housing starts could almost 
double, based on an average of three 
persons per household. 


1980 1985 1990 1995 2000 


Interprovincial w= /nternational 


SOURCE : CMHC, Statistics Canada. Annual averages. 


Quebec’s current net migration flow Quebec 
amounts to a few thousand individuals . 
annually. Thissin cura, contivutess Thousands of migrants Thousands of housing starts 
maximum of 5 to 10% of the demand as 0 
for new housing since most migrants o 80 
: aie bs 40 
can find adequate accomodation in the 35 70 
existing home market. 30 60 
The almost uninterrupted decline in 25 50 
Quebec housing starts since 1988 and 20 40 
especially since 1992 is undoubtedly 15 30 
attributable to the gradual decrease in 10 
the volume of international migration 5 a 
from 1992 to 1995, even though it has ‘ - 
1990 1995 2000 


stabilized in the past three years. 
Although it too has recently stabilized, 
interprovincial outflow since 1995 has 
stifled potential growth in housing 
demand. 


Total net migration — Housing starts 


SOURCE : CMHC, Statistics Canada. 
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Quebec — Migration 
Want to know more? 


CMHC has published three studies focusing on 
various aspects of the relationship between 
migration and housing demand. You may 


obtain these documents by calling (613) 
748-2367. 


Thousands of migrants 
60 


50 
40 


1. The Long-term Housing Outlook: 
Household Growth in Canada and the 
Provinces, 1991-2016. Canada Mortgage and 
Housing Corporation (CMHC), 1997. 


2. Immigrants and the Canadian Housing 
Market: Living Arrangements, Housing 
Characteristics and Preferences. Canada 
Mortgage and Housing Corporation (CMHC), 
1996. 


3. Consumer Intentions to Buy or Renovate a 
1980 1985 1990 1995 2000 Home: A look at tomorrow’s customers.... 
today. Canada Mortgage and Housing 
Corporation (CMHC), 1998. 
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SOURCE : CMHC, Statistics Canada. Annual averages. 


Atlantic 
Migration: A big factor behind Thousands of migrants Thousands of housing starts 
housing market activity 20 
Migration flows will undoubtedly 
continue to shape housing market 
performance in all provinces. 15 
Studying these flows is highly 
enlightening and constitutes an 
important means for anticipating 10 


provincial housing demand and 
perhaps even more so at the local 
level. The age, socio-economic profile 
and, for international immigrants, 1985 4990 1995 2000 
ethnic origin are important variables 
when assessing the volume and type 
of housing that will be required to 
meet the needs of new arrivals. 
Although it would appear that 
Ontario is in a good position to increase | Atlantic — Migration 
its net volume of migration in the 
coming years, Alberta has probably 
reached its peak. The situation is less 
clear in British Columbia: a few more 
quarters may indicate stability. The 10 
Atlantic prospects are worrisome, but 
the completion of energy mega-projects 0 
‘may cap emigration to other provinces. 


= Total net migration — Housing starts 
SOURCE : CMHC, Statistics Canada. 
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SOURCE : CMHC, Statistics Canada. Annual averages. 
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LOCAL HOUSING MARKET INDICATORS 
(pages 2 & 3) 


Total Employment 
The number of people employed in the CMA in all industries in a given year 


Total Housing Starts 
Total number of starts for all housing types for the year 


Single Housing Starts 
Total number of single housing units initiated during the year. 


New House Price Index 
A measure of change in the prices charged by contractors for new residential houses whose detailed specifications remain the same 
between two consecutive periods. 


Single New House Price 
The weighted average price of all units sold during the year. 


Number of MLS Sales (Residential) 
Total number of sales for all types of residential dwellings sold through MLS for the year This number is supplied by local real estate 
boards. 


Single MLS Average Price 
Weighted average price of single family homes sold though MLS for the year Price data is supplied by local real estate boards. 


Three-Unit plus Apartment Structures Vacancy Rate 
Overall private market vacancy rate reported in CMHC’s Rental Market Survey for October. 


CANADA MORTGAGE 


our clients say they want independent advice. Share 
AffordAbility® with them: a powerful new software 
program on home financing from CMHC. 


What's in it for you? Good customer service and a way to save time and 
money. With AffordAbility, your clients can do their financial 
“homework” on their own time, at their own pace. 


AffordAbility allows your clients to examine as many 
home-financing scenarios as they can imagine — 
buying, renovating or mortgage renewal. They just 
plug in their personal financial information, 

change as many variables as often as they 

like, and AffordAbility does all the work — 

so you don’t have to. 


For a demonstration of this Windows™- 
based program, visit CMHC's web site at www.cmhce-schl.gc.ca/afford 


Call 1-800-668-2642 to order AffordAbility directly 
for $29.95 (plus taxes, shipping and handling) 


CM I { C o%2 SCHL Also available at leading software retailers across Canada. 


tea 


Canadii 
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Th valuable and comprehensive report analyses 
long-term affordability trends in major urban 
centres across Canada from 1970 to 1997. 


Did you know? 
e Housing in every major 
Canadian centre was more 
affordable in 1997 than in 1970 
e Chicoutimi has been the 
most affordable centre in 
Canada since 1970 
CMHC’S e Halifax has made the greatest 
27 YEAR gains in housing affordability 


HISTORICAL in the past 27 years 
AFFORDABILITY e Vancouver and Victoria 


recorded the lowest level 
REPORT of affordability on record 
in 1981. 


CMHC 3" SCHL Call 1 800 668-2642 to order your copy. 


isl 


Canada Visit our web site at www.cmhc-schl.gc.ca 


Canadian Housing Markets is a quarterly publication featuring CMHC’s affordability indicators and housing 
forecasts semi-annually. The affordability indicators and the housing forecasts are based on the expertise of local 
market analysts across the country. 

Comments and requests for additional information may be referred to Philipe Le Goff, Senior Economist, Market 
Analysis Centre, Canada Mortgage and Housing Corporation, Ottawa. 

Tel.: (613) 748-2000 ext. 3567. Internet: plegotf@cmhc-schl.gc.ca 

To subscribe: in Canada, call 1-800-668-2642; outside Canada, call 1-613-748-2003. 

Annual Subscription (four issues) $44 + GST Catalogue number CHMSE — Single issue $11 + GST Catalogue 
number CHME-0498. 

To receive your subscription over the Internet, contact the Canadian Housing Markets Online Service (CHMOS) 
at 1-888-246-6763 or visit our “House Page” at http://www.chmos-sd-mloc.ceds.com 

$25.00 per issue 

Cette publication est aussi disponible en frangais sous le titre Marchés de habitation canadiens Numéro de 
catalogue CHMSF 

© 1998 Canada Mortgage and Housing Corporation 

All rights reserved. No portion of this publication may be reproduced, stored in a retrieval system or transmitted in 
any form or by any means, mechanic, electronic, photocopying, recording or otherwise without the prior written 
permission of Canada Mortgage and Housing Corporation. 

ISSN 1188-4487 - Printed in Canada 

CMHC offers a wide range of housing-related information. For details, contact your local CMHC office. one 
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YOUR LINK TO THE HOUSING MARKET 


res 


ake the Connection 


Between knowledge and advantage. Housing Now reports are designed following a standard layout across the 
country, and they are customized to focus on your local market. Get the most up-to-date information on starts, 
absorptions, price trends and the economy, plus invaluable expert analysis. See at a glance where the industry 
stands today, and where it’s heading tomorrow. Give yourself the competitive edge — subscribe now! 


Housing Now reports are available for 30 cities across Canada. 
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New Housing Market 


New houses: upturn becomes 
more evident 
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Price: 


Call to order: 
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Canada 


$55 quarterly subscription (per year) 
$100 monthly subscription (per year) 
Shipping and handling included. 
Applicable taxes are extra. 


Subscribe for 2 years and receive a 10% discount. 


Atlantic Business Centre 


Tel: 902 426-4708 


British Columbia and Yukon Business Centre 


Tel: 604 737-4088 


Quebec Business Centre 


Tel: 514 496-8561 or 514 283-8396 


Prairies and N.W.T. Business Centre 
Tel: 403 515-3007 or 403 515-3000 


Ontario Business Centre 


Tel: 1 800 493-0059 
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